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SOCIAL  SECURITY  AMENDMENTS  OF  1971 


TUESDAY,   JULY   27,    1971 

U.S.  Senate, 
Committee  on  Finance, 

Washington,  D.O. 

The  committee  met,  pursuant  to  call,  at  10:30  a.m.,  in  room  2221, 
New  Senate  Office  Building,  Senator  Russell  B.  Long  (chairman) 
presiding. 

Present :  Senator's  Long  (presiding) ,  Anderson,  Talmadge,  Ribi*off, 
Harris,  Byrd,  Jr.,  of  Virginia ;  Nelson,  Bennett,  Curtis,  Miller,  Jor- 
dan of  Idaho,  and  Griffin. 

The  Chairman.  This  hearing  will  come  to  order. 

Opening  Statement  of  the  Chairman 

Today  the  Committee  on  Finance  commences  hearings  on  H.R.  1, 
the  Social  Security  Amendments  of  1971.  The  bill  contains  important 
provisions  relating  to  the  social  security  cash  benefit  program  and  the 
medicare  program.  Many  of  these  provisions  were  included  in  last 
year's  Senate-passed  social  security  bill. 

Approximately  two-thirds  of  the  language  in  this  457-page  bill  con- 
tains proposals  that  the  Senate  passed  unanimously  last  year,  but 
which  failed  to  become  law  because  senior  members  of  the  House  Ways 
and  Means  Committee  declined  to  meet  with  us  in  a  Senate-House 
conference. 

Therefore,  in  terms  of  language,  the  Committee  on  Finance  recog- 
nizes the  great  majority  of  proposals  in  this  mammoth  bill  as  old 
friends  we  have  previously  approved  and  unanimously  recommended. 

Frankly,  I  would  not  expect  that  the  committee  would  want  to  spend 
much  time  with  these  provisions.  It  is  unfortunate  that  badly  needed 
increases  in  the  social  security  cash  program  and  reforms  in  the  medi- 
care and  medicaid  programs,  on  which  there  is  virtual  unanimous 
agreement  in  both  the  House  and  the  Senate,  must  await  the  outcome 
of  a  thorough  evaluation  of  the  welfare  features  of  H.R.  1.  Yet,  that 
seems  to  be  what  the  House  of  Representatives  intends. 

The  House  has  modified  a  number  of  controversial  provisions  in  the 
welfare  portion  of  the  bill  in  an  effort  to  overcome  shortcomings 
pointed  out  by  this  committee.  We  appreciate  the  desire  of  the  House 
to  place  a  greater  emphasis  on  the  work  ethic,  but  we  still  look  upon 
H.R.  1  as  a  measure  which  leaves  much  to  be  desired  if  it  is  to  serve, 
rather  than  to  disserve,  the  public  interest. 

The  most  controversial  part  of  H.R.  1,  of  course,  is  the  administra- 
tion's welfare  proposals  as  modified  by  the  House  of  Representatives. 

(i) 


These  proposals  represent  the  most  extensive,  expensive,  and  expansive 
welfare  legislation  ever  handled  by  the  Committee  on  Finance.  Under 
these  recommendations,  26  million  persons  would  be  eligible  for  fed- 
erally aided  welfare— double  the  number  on  the  rolls  today.  The  ad- 
ditional cost  estimated  by  the  administration  starts  at  $5  billion-plus 
in  the  first  year. 

This  bill  has  inspired  some  of  the  most  overblown  rhetoric  in  my 
experience  as  a  U.S.  Senator.  It  has  been  hailed  as  a  "work  incentive" 
bill.  Our  preliminary  analysis,  however,  shows  that,  like  its  predeces- 
sor, the  bill  does  not  provide  economic  incentives  to  work.  Quite  the 
contrary,  in  many  cases  which  we  shall  be  exploring  in  depth  during 
the  course  of  these  hearings,  a  family's  total  income  would  be  reduced 
as  the  family's  earnings  rose.  The  bill  is  full  of  this  type  of  work 
disincentive. 

It  is  my  experience  that  whenever  any  administration  wants  to  ex- 
pand welfare,  it  wraps  its  expansionist  proposals  with  promises  of 
eventual  reductions  in  welfare  costs  and  caseloads  due  to  work  and 
training  programs. 

When  this  bill  was  debated  on  the  House  floor,  statements  were  made 
that  the  bill  would  make  welfare  "less  costly  in  the  long  run,"  that  "in 
future  years  we  can  be  assured  that  it  will  result  in  reductions  in  spend- 
ing and  reductions  in  the  rolls." 

Either  with  or  without  the  help  of  the  Department  of  Health,  Edu- 
cation, and  Welfare  we  shall  explore  the  myth  that  H.R.  1  will  reduce 
the  welfare  rolls. 

We  can  all  agree  that  the  bill  would  start  by  doubling  the  number 
of  persons  on  welfare.  Our  work  will  be  to  assess  the  real  impact  of 
this  bill  which  seems  to  be  one  of  building  a  permanent  welfare  sub- 
culture, eventually  numbering  as  much  as  twice,  or  even  four  times, 
as  many  welfare  clients  as  the  26  million  with  which  this  bill  would 
present  us. 

We  have  all  been  treated  to  examples  of  problems  with  the  present 
welfare  system.  Parenthetically,  may  I  sav  most  of  those  problems 
have  been  created  by  the  Supreme  Court  of  the  United  States  and  Con- 
gress is  in  no  respect  responsible  for  them.  Yet,  as  bad  as  the  svstem  is, 
the  mind  of  man  is  still  capable  of  making  it  worse.  In  my  view,  the 
administration  welfare  proposal  is  an  example  of  one  approach  to 
making  it  a  lot  worse. 

It  is  possible  for  us  to  come  up  with  legislation  that  makes  sfood 
sense  and  good  public  policy.  Last  year,  the  Secretary  of  Health,  Edu- 
cation, and  Welfare  said  that  it  was  difficult  to  provide  a  work  incen- 
tive for  families  on  welfare  because  benefits  for  doing  nothing  were 
already  so  high.  Those  of  us  on  the  committee  have  had  months  to 
analyze  the  problem  and  the  possible  answers.  This  year,  we  will  be  in 
position  to  suggest  better  solutions. 

The  majority  of  the  committee  is  ready  to  vote  for  a  work-fare 
program  rather  than  a  welfare  expansion  program,  a  program  that 
provides  a  guaranteed  work  opportunity  rather  than  the  guaranteed 
income  that  the  administration  bill  would  provide  for  doing  nothing 
at  all.  The  committee  is  willing  to  support  legislation  to  help  the 
working  poor — provided  that  they  are  working,  as  well  as  poor. 


We  are  not  willing  to  provide  a  guaranteed  income  to  an  able-bodied 
individual  who  is  unwilling  to  do  anything  useful  for  that  income. 

We  are  willing  to  provide  the  most  adequate  support  we  can 
afford  for  those  whom  we  do  not  expect  to  work,  such  as  the  aged, 
the  blind,  and  the  disabled.  In  fact,  as  the  Finance  Committee  bill 
of  last  year  demonstrates,  we  support  a  Federal  takeover  of  a  sub- 
stantial portion  of  the  burden  of  welfare  programs  for  the  aged, 
blind,  and  disabled  from  the  States. 

Last  year,  we  were  willing  to  help  a  mother  who  helps  us  in  identi- 
fying the  father  of  her  illegitimate  child,  but  we  were  against 
paying  anything  to  that  mother  if  she  refused  to  identify  the  father 
so  he  could  be  made  to  contribute  to  the  support  of  his  own  children. 

I  for  one  want  to  support  legislation  to  help  the  hardworking 
father  who  owns  up  to  his  family's  responsibilities,  but  I  will  not 
support  legislation  to  make  it  profitable  for  the  father  to  deny  the 
paternity  of  his  own  children  and  refuse  to  many  the  mother — as 
the  administration  welfare  proposal  would  do. 

I  have  introduced  a  bill  to  make  child  care  much  more  broadly 
available  for  working  mothers.  This  is  a  key  element  in  any  true 
welfare  reform  proposal,  and  I  must  say  that  the  showing  of  the 
Department  of  Health,  Education,  and  Welfare  in  the  past  few 
years  makes  me  seriously  doubt  that  they  have  the  desire  to  help 
mothers  become  employed  by  making  child  care  available. 

I  will  support  a  tremendous  increase  in  Federal  funds  for  public 
service  jobs  and  job  subsidies  for  low-paying  jobs,  but  I  am  very 
reluctant  to  support  an  increase  in  training  funds  if  they  are  going 
to  be  wasted  in  a  manner  which  has  become  almost  routine — that  is, 
spending  money  for  training  which  is  not  work-related. 

Let  me  raise  another  point  that  I  consider  of  major  significance. 
Last  year,  a  number  of  witnesses  urged  that  no  welfare  recipient 
should  be  required  to  work  unless  he  could  be  put  in  a  meaningful 
job.  Frankly*  as  far  as  this  Senator  is  concerned,  any  honest  job 
that  a  man  performs  to  support  his  family  confers  dignity  upon 
that  man.  Welfare,  no  matter  how  adequate,  robs  him  of  his  dignity. 

Senator  Eibicoff  also  wants  to  make  an  opening  statement. 

Openixg  Statement  or  Sexator  Eibicoff 

Senator  Ribicoff.  Mr.  Chairman,  I  will  read  excerpts  from  a 
lengthy  statement  and  I  would  ask  your  unanimous  consent  that  the 
entire  statement  go  in  the  record.1 

Mr.  Chairman,  we  have  before  us  a  piece  of  legislation  which  has 
the  potential  to  provide  some  measure  of  relief  for  the  one  out  of  every 
eight  xlmericans  who  live  in  poverty  amid  plenty.  Welfare  reform 
cannot  solve  this  Nation's  poverty  problem.  Poverty  is  deeply  rooted 
in  the  structure  of  American  society  and  is  too  complex  to  be  cured  by 
public  assistance  reform  alone, 

But  welfare  reform  can  alleviate  some  of  the  physical  and  psycho- 
logical effects  of  poverty  by  providing  money  and  the  freedom  of 

1  See  p.  5. 


choice  of  recipients  by  imposing  child-like  constraints  on  them  and 
encouraging  their  dependence  on  programs  rather  than  self-support. 

Our  resources  are  limited.  It  is  not  rational  to  allocate  them  for  the 
long  run  elimination  of  poverty  while  ignoring  the  immediate  daily 
needs  of  millions  of  impoverished  Americans.  Well-intentioned  serv- 
ice programs  succeed  or  fail  in  the  long  run.  But  people  do  not.  They 
either  eat  or  starve  in  the  short  run. 

Welfare  reform  is  "people  relief,"  then,  while  the  elimination  of 
poverty  necessitates  long-term  structural  changes  in  society.  I  suggest, 
therefore,  that  the  top  priority  for  allocation  of  poverty  funds  go  to 
direct  cash  assistance.  Only  after  we  have  established  an  adequate  in- 
come maintenance  system  should  we  begin  to  channel  more  funds  into 
the  myriad  in-kind  poverty  programs  whose  achievements  to  date  are 
questionable.  These  programs  must  prove  their  worth  before  we  put 
more  funds  into  them. 

Between  1965  and  1972  the  Office  of  Economic  Opportunity  esti- 
mates that  its  poverty  programs  alone  will  have  cost  over  $17  billion. 
The  cost  of  the  entire  Federal  expenditure  in  fiscal  1972  for  our  168 
poverty  programs  will  be  $31.1  billion,  including  income  maintenance 
and  categorical  programs. 

But  we  know  nothing  about  what  happened  as  a  result  of  that  ex- 
penditure. Did  one  poor  person  break  out  of  the  vicious  cycle  of 
poverty?  No  one  knows — and  it  is  now  time  to  find  out. 

In  fiscal  1970,  for  example,  OEO  spent  over  $56  million  on  128  con- 
sultation, evaluation,  technical  assistance,  and  support  contracts.  Since 
OEO  was  established  6  years  ago,  some  $800  million  has  been  com- 
mitted to  such  contracts,  including  44  evaluations  of  Project  Head- 
start. 

Some  people  are  moving  upward  in  the  economy  as  a  result  of  this 
war  on  poverty.  But  for  the  most  part  it  is  not  the  poor.  It  is  the  scores 
of  former  antipoverty  officials  and  the  multiplicity  of  private  manage- 
ment and  consulting  firms.  It  is  the  2  million  people  estimated  by 
former  OEO  Director  Donald  Rumsfeld  that  are  employed  by  Fed- 
eral, State,  and  local  governments  to  administer  the  programs  in- 
tended to  aid  the  25  million  poor. 

The  plans  of  the  1960's  called  for  providing  a  vast  array  of  service- 
oriented  programs  to  aid  the  poor.  In  concept  they  may  have  been 
valid,  but  we  have  never  made  a  financial  commitment  to  carry  them 
out.  Nor  have  we  charted  their  achievements.  Instead,  we  say  that 
the  programs  will  succeed  if  only  we  give  them  enough  money.  Per- 
haps. But  the  poor  live  on  a  day-to-day  basis.  They  cannot  wait  much 
longer  for  us  to  pay  off  the  promissory  notes  of  a  decade  of  social 
rhetoric  and  public  inaction  which  are  coming  due. 

While  we  are  experimenting  with  social  programs,  people  are  starv- 
ing in  our  own  backyard.  They  simply  have  no  money.  OEO  estimates 
that  there  are  about  1.5  million  Americans  with  no  income,  not  a 
penny.  The  experts  who  estimate  those  things  believe  that  in  the 
crannies  and  alleys  of  the  slums  and  behind  the  bushes  of  rural 
America  another  6  or  7  million  Americans  exist  on  less  than  $300  a 
year. 

These  people  need  many  things,  but  most  of  all  they  need  money. 
Yet  we  have  given  them  everything  except  money — manpower  serv- 


ices,  social  services,  legal  services,  nutrition  services,  health  services, 
educational  deprivation  services,  family  planning  services,  child  care 
services,  housing  services.  We  have  presumed  to  make  the  decisions 
as  to  what  these  25  million  impoverished  Americans  need.  We  have 
deluded  ourselves  into  believing  that  we  are  giving  the  poor  control 
of  their  destinies  by  allowing  them  "maximum  feasible  participation 
in  these  many  service  programs.  What  we  have  really  done  is  impose 
on  the  poor  our  ideas  of  what  is  good  for  them,  and  then  we  have 
allowed  them  to  participate  within  those  boundaries.  In  essence,  we 
have  acted  as  an  elite,  anti-egalitarian  decisionmaking  body.  Maxi- 
mum feasible  participation"  is  really  no  more  than  maximum  feasi- 
ble manipulation.  ,  v  . :  •      ■ ■■'■  -it. 

Can  we  accept  the  alternative— free  choice  for  the  poor  through 
direct  cash  payments  with  no  strings  attached  ? 

We  are  a  Nation  of  limited  resources  and  of  limited  ability  to  cor- 
rect the  injustices  of  society  overnight.  While  we  find  out  what  it 
takes  to  eliminate  poverty— and  it  appears  that  nobody  knows  at  this 
p0int_it  will  serve  the  poor  much  better  to  provide  them  with  money 
and/or  jobs  and  let  them  make  the  decisions.  They  can  do  no  worse 
than  we,  who  have  promised  Utopia  but  produced  a  society  in  which 
25  million  Americans  remain  ill-clothed,  ill-housed,  and  ill-fed. 

Thank  you,  Mr.  Chairman.  . 

(The  complete  statement  of  Senator  Ribicoff  follows.  Hearing  con- 
tinues on  p.  27.) 

Statement  of  Senator  Abe  Ribicoff   (Democrat-Connecticut), 
Thursday,  July  22,  1971 

Following  is  the  text  of  Senate  remarks  on  welfare  reform  Senator  Abe 
Ribicoff  (D-Conn.)  will  make  Thursday  (July  22)  morning  at  about  11  o  clock 
'  Next  week  the  Senate  Finance  Committee  will  begin  consideration  of  H.R.  1, 
designed  to  reform  our  welfare  system.  Senate  consideration  of  this  program 
willVovide  us  with  a  unique  opportunity  to  attack  a  basic  problem  confront- 
in°-  this  country  :  The  25  million  Americans  living  in  poverty. 

In  the  past  we  have  structured  our  welfare  programs  in  response  to  a  series 
of  myths  and  misconceptions  and  out  of  the  misguided  view  that  we  knew 
better  than  the  poor  what  was  good  for  them. 

Thus  in  an  attempt  to  catch  the  cheaters— who  make  up  less  than  1%  ot 
those  on  welfare— and  the  "loafers"  not  working— less  than  5%— we  have  con- 
structed an  unwieldlv  system  that  ignores  the  real  and  legitimate  needs  of  the 
95%  on  welfare  through  no  fault  or  failing  of  their  own  • 

In  addition,  we  have  been  unwilling  to  acknowledge  or  concede  that  the 
overwhelming  majority  of  parents  in  the  ghetto  are  just  as  concerned  about 
their  children's  welfare  as  any  of  us.  Therefore,  monstrous  bureaucracies  decide 
what  those  on  welfare  should  eat  and  wear  and  how  they  should  live.  The  rest 
of  us  can  all  decide  what  to  do  with  our  money— and  even  squander  a  little 

'  We  can  only  expect  responsible  action  from  people  if  we  give  them  responsi- 
bilitv  Our  present  welfare  system  robs  recipients  of  their  last  shreds  of  human 
dignity  Thev  are  presumed  to  be  irresponsible  and  imprisoned  in  a  web  of 
regulations  that  defy  understanding.  You  only  have  to  spend  a  few  days  with  a 
mother  on  welfare  trudging  from  office  to  office  for  her  piecemeal  assistance 
to  realize  that  we  have  made  being  on  welfare  a  full  time  job.  _ 

We  have  studied  and  restudied  the  problems  of  the  poor.  Research  and  pilot 
programs  for  the  "socio-economic  substrata,"  the  "economically  disadvantaged 
the  "culturally  deprived"  and  the  "underprivileged"  have  provided  adequate  in- 
comes for  many-for  new  government  bureacracies,  for  research  contract  in- 
auTtries  and  other  participants  in  the  poverty  industry.  But  the  poor  remain 
poor. 
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While  our  welfare  system  and  the  programs  to  eradicate  poverty  have  con- 
sumed increasing  billions  of  dollars  to  aid  the  poor,  one  out  of  every  eight 
Americans  still  lives  on  a  sub-poverty  income.  The  "War  on  Poverty"  means 
very  little  to  these  25.5  million  Americans  who  are  unable  to  purchase  the  basic 
goods  and  services  necessary  to  live  in  America.  They  still  must  do  without 
adequate  food,  shelter  and  clothing  in  the  richest  nation  in  the  history  of  the 
world. 

Our  system  of  welfare  has  been  one  which  is  designed  to  save  money  rather 
than  people.  It  winds  up  saving  neither. 

We  have  developed  virtually  every  type  of  program  to  eliminate  poverty  except 
the  most  simple  and  direct  one — the  provision  of  an  adequate  income  directly  to 
those  poor  who  are  unable  to  work  and  the  assurance  of  jobs  to  those  able  to  work 
at  an  adequate  wage  level. 

H.R.  1,  conceived  by  the  President  and  modified  by  the  House  Ways  and  Means 
Committee,  represents  a  substantial  reform  of  our  nation's  inadequate,  inefficient 
and  degrading  welfare  system. 

This  monumental  piece  of  legislation,  however,  requires  substantial  improve- 
ment to  help  assure  every  needy  American  an  opportunity  to  participate  to  his 
fullest  capacity  in  the  American  economy,  either  by  providing  suitable  employ- 
ment at  adequate  wage  levels  or  public  assistance  at  adequate  income  levels. 

Today  I  am  introducing  for  Senate  consideration  a  series  of  amendments  de- 
signed to  remedy  these  deficiencies.  My  amendments  will  cost  more  than  the 
Administration  is  planning  to  spend.  But  that  does  not  mean  that  we  don't  have 
the  money  to  spend  if  we  want  to. 

One  place  to  start  to  find  the  money  we  need  is  with  the  multitude  of  programs 
supposedly  designed  to  end  poverty  in  this  country.  For  example,  social  service 
programs  have  helped  few  people  get  off  welfare,  yet  the  number  of  social  workers 
rose  from  41,000  in  1960  to  144,000  in  196S. 

According  to  the  Office  of  Economic  Opportunity,  there  are  at  least  168  programs 
in  the  Federal  government  designed  to  eliminate  poverty,  at  a  conservatively 
estimated  cost  of  at  least  $23  billion  in  1970.  Despite  that  expenditure,  25.5  million 
Americans  still  live  in  poverty,  actually  a  slight  increase  over  last  year. 

In  fiscal  1972,  the  projected  $31.1  billion  for  poverty  programs  would  provide 
$4800  for  every  poor  family  of  four,  almost  $1000  above  the  poverty  line,  if 
directly  distributed  to  these  families.  In  fact,  a  direct  distribution  of  only  $11.4 
billion  more  than  we  now  spend  on  welfare  would  have  brought  every  poor  Amer- 
ican up  to  the  official  poverty  income  threshold  in  1970.  A  more  rational  alloca- 
tion of  our  resources  would  easily  allow  us  to  provide  this  additional  money. 

There's  been  much  talk  about  reordering  our  priorities  between  defense  and 
domestic  expenditures.  I  support  such  efforts,  but  it  is  also  time  to  reorder  our 
domestic  priorities. 

This  is  not  to  say  that  every  one  of  our  poverty  programs  should  be  ended 
immediately.  In  reordering  our  poverty  priorities,  we  will  undoubtedly  find  that 
some  of  the  existing  poverty  programs  work  well  and  provide  crucial  services  to 
offset  the  debilitating  effects  of  poverty  which  cash  income  will  not  alleviate. 

But  many  programs  do  not  succeed  and,  in  fact,  isolate  the  poor  from  the  main- 
stream of  American  society,  demeaning  them  by  presuming  to  make  day-to-day 
decisions  affecting  their  lives,  providing  an  array  of  programs  whose  value  should 
be  questioned.  The  fact  that  such  programs  are  on  the  books  should  no  longer  be 
sufficient  justification  to  keep  them  there,  especially  if  the  money  could  be  better 
used  elsewhere. 

What  people  without  money  need  most  in  order  to  live  normal  lives  is  money. 
For  those  who  can  work,  adequate  wages  will  fill  the  need.  For  those  who  are 
unable  to  work,  society  must  provide  the  necessary  assistance. 

I  hope  that  my  proposals  will  open  the  way  for  a  new  approach  to  combatting 
povertv — the  substitution  of  money  and  free  choice  for  many  of  the  categorical 
in-kind  programs  which  nibble  at  the  symptoms  of  poverty  but  ignore  the  roots. 

We  must  not  look  only  to  existing  poverty  programs  for  funds  for  welfare 
reform.  According  to  a  Treasury  "Department  study  commissioned  by  the  Joint 
Economic  Committee,  about  $40  billion  in  Federal  revenue  are  lost  each  year 
through  selected  Federal  tax  provisions  which  give  special  consideration  or 
advantage  to  certain  groups  and  types  of  activity. 

Congress  must  reexamine  the  need  for  such  subsidies  if  we  can  pour  $30  billion 
a  vear  into  existing  poverty  programs,  $40  billion  a  year  into  subsidies  for  the 


rich  and  over  $100  billion  from  1965  to  1071  into  the  Vietnam  war,  we  certainly 
should  be  able  to  fund  the  proposals  I  am  introducing  today  which  would  add 
$3.6  billion  to  the  President's  proposal  for  the  first  year  and  ultimately  cost  $28.5 
billion  per  year  in  1076  when  the  welfare  program  would  be  fully  federalized  at 
a  poverty-level  income. 

We  should  remember  as  we  consider  welfare  reform  with  all  its  intricacies — 
its  "earnings  disregards",  eligibility  rules  and  residence  requirements,  the  warn- 
ing given  in  a  recent  Washington  Post  editorial  regarding  welfare  cutbacks.  It 
applies  to  H.R.  1  as  well : 

"It  is  easy  to  forget  that  behind  these  words  are  real  people,  mostly  children. 
These  cuts  mean  that  children  already  living  on  the  edge  of  desperation  will 
have  even  less  food  on  their  plates,  will  go  to  school  more  often  without  shoes, 
will  have  more  intimate  experience  with  rats,  filth,  leaky  plumbing  and  the  feel- 
ing of  being  outside  American  life  looking  in." 

A  short  summary  of  my  amendments  follows  as  well  as  a  more  detailed 
analysis. 

SUMMARY    OF    RIBICOFF    AMENDMENTS     TO    H.R.    1 

1.  National  Goal  to  Eliminate  Poverty  by  1976 

This  amendment  provides  as  a  national  goal  that,  by  1976 — America's  200th 
anniversary — all  citizens  be  assured  of  an  income  adequate  to  sustain  a  decent 
standard  of  life. 

2.  Increase  in  Basic  Federal  Pa  ym  en  t  Level  for  Fiscal  1973 

This  provision  increases  the  payment  for  a  family  of  four  from  $2400  to  $2800. 
The  $2800  for  fiscal  1973  represents  last  year's  proposed  $1600  plus  a  cashrout  of 
the  food  stamp  program  at  $1200,  roughly  equivalent  to  the  cost  of  the  admittedly 
inadequate  "low-cost  temporary"  diet  level  set  by  the  Department  of  Agriculture. 

This  amendment  would  cost  the  Federal  Government  an  additional  $3.6  billion 
in  the  first  year,  for  a  total  Federal  assistance  cost  of  $9.5  billion. 

3.  Mandatory  State  Supplementation  and  State  Fiscal  Relief 

Under  this  amendment  no  beneficiary  would  receive  less  than  he  is  now  getting, 
but  it  also  assures  the  states  of  fiscal  relief  by  limiting  their  welfare  costs  for  the 
5  fiscal  years  beginning  with  fiscal  1973  to  90%,  75%,  50%,  25%  and  0%  of  calen- 
dar 1971  costs  for  public  assistance  plus  food  stamps.  (Breakdown  of  relief  for 
each  state  provided  in  detailed  discussion  of  amendment.) 

During  fiscal  1972,  the  year  before  the  effective  date  of  FAP,  emergency  fiscal 
relief  would  be  provided  to  the  states  in  the  form  of  full  federal  assumption  of 
state  welfare  costs  once  a  state  reached  its  calendar  1971  costs  for  public  assist- 
ance plus  food  stamps.  This  will  cost  $440  million  for  fiscal  1972. 

4.  Federal  Assumption  of  Welfare  Costs  and  Future  Increases  in  Payment  Levels 

up  to  the  Poverty  Level 

The  Federal  Government  would  assume  welfare  costs  under  this  measure  as  the 
state  share  of  welfare  payments  declines.  In  fiscal  1973  the  Federal  Government 
guarantees  beneficiaries  the  higher  of  present  state  benefits  or  $2,800.  In  the  fol- 
lowing years  the  Federal  Government  assures  the  higher  of  present  benefits  or 
75%  of' the  poverty  level,  then  80%,  then  90%  and  in  fiscal  1977,  100%  of  the 
povertv  level.  Full  federal  administration  of  the  welfare  system  would  begin  in 
fiscal  1973. 

The  total  Federal  welfare  cost  would  increase  from  $9.5  billion  in  fiscal  1973 
to  $28.5  billion  for  fiscal  1977. 

5.  Adjustment  in  Payment  Level  for  Changes  in  Cost  of  Living 

A  cost  of  living  factor  would  be  included  for  welfare  similar  to  that  provided 
in  H.R.  1  for  Social  Security  benefits.  The  poverty  level  would  be  adjusted  an- 
nually according  to  the  Consumer  Price  Index  and  dietary  cost  changes.  The  Sec- 
retary of  Health,  Education  and  Welfare  would  be  directed  to  develop  a  new 
method  of  determining  the  "poverty"  level,  presently  the  Department  of  Agri- 
culture's low-budget  diet  multiplied  by  three.  He  would  be  required  to  report 
back  to  Congress  by  January  1,  1974  and  his  recommendations  would  be  imple- 
mented on  July  1,  1974  absent  Congressional  disapproval. 

6.  Adjustment  in  Payment  Levels  to  Reflect  Regional  Variations  in  Cost  of  Living 

The  Department  of  Health,  Education  and  Welfare  would  be  directed  to  study 
and  develop  a  system  of  payments  consistent  with  cost  variations  according  to 
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region.  The  plan  would  go  into  effect  July  1,  1974  unless  Congress  specifically 
disapproves  it. 

7.  Coverage  for  Childless  Couples  and  Single  Persons 

This  amendment  gives  welfare  assistance  to  the  2.3  million  poor  single  people 
and  3.8  million  poor  people  under  age  65  living  in  families  without  children.  There 
is  no  logical  reason  to  exclude  these  categories,  especially  since  we  now  provide 
old-age  assistance  to  single  people  and  childless  couples. 

The  cost  of  this  amendment,  which  will  go  into  effect  in  fiscal  1974,  will  be 
approximately  $1  billion. 

8.  Improved  Work  Incentives 

Under  this  provision  the  Secretaries  of  Health,  Education  and  Welfare  and 
Labor  would  be  authorized  to  experiment  with  various  earnings  disregards  at  no 
more  stringent  a  level  than  the  formula  adopted  by  H.R.  1 — $720  and  %  of  addi- 
tional earnings.  Under  that  formula,  benefits  would  stop  at  an  income  level  of 
$4,320,  providing  benefits  for  an  estimated  four  million  working  poor  families 
at  a  cost  of  $6.5  billion. 

My  amendment  would  also  allow  the  $720  plus  %  earnings  disregard  to  be 
calculated  on  the  basis  of  gross  income  as  is  now  done  by  the  Department  of 
Health,  Education  and  Welfare  rather  than  on  net  income.  In  this  way  a 
recipient  will  be  able  to  retain  more  of  his  earnings,  thereby  providing  a  stronger 
work  incentive. 

The  $2,000  ceiling  on  exemptions  from  earned  income  for  child  care  costs,  stu- 
dent and  irregular  income  would  be  eliminated.  Average  costs  for  child  care 
alone  can  easily  run  $2,000  a  year.  The  work  incentive  nature  of  this  earnings 
disregard  is  defeated  since,  once  the  ceiling  is  reached  and  surpassed,  it  would 
be  more  profitable  to  stay  at  home  than  to  work. 

9.  Improved  Job  Training  Programs  for  Employment  at  the  Minimum  Wage 
These    amendments    expand   and    reform    federal   job    training   programs   to 

make  them  available  in  fact  as  well  as  theory  to  those  able  to  work.  A  job 
would  be  assured  for  a  training  graduate  (or  an  otherwise  qualified  eligible 
individual)  in  either  the  public  or  private  sector  at  the  higher  of  the  prevail- 
ing wage  or  the  federal  minimum  wage  rate  (presently  $1.60/hour)  and  pro- 
tected by  workmen's  compensation. 

More  private  sector  jobs  would  be  made  available  by  requiring  firms  with 
federal  contracts  to  list  their  job  openings  with  the  appropriate  local  employ- 
ment agency.  The  Secretary  of  Labor  would  be  required  to  directly  develop  and 
operate  programs,  or  to  designate  appropriate  state  or  local,  public  or  private 
nonprofit  corporations  to  carry  out  manpower  training  programs. 

No  employability  plan  under  these  programs  could  be  developed  for  an  indi- 
vidual until  there  is  assurance  that  training  and  employment  were  available. 
During  the  interim,  such  individuals  would  be  eligible  for  Family  Assistance 
benefits.  Both  manpower  programs  and  money  to  fund  them  would  be  made 
available  on  a  phased  basis.  •,•■•   '}■■'  ,    . 

Optional  work  registration  for  mothers  with  pre-school  children  and  for 
those  too  remote  from  job  training,  jobs,  or  day  care  facilities  would  be  pro- 
vided. This  would  help  alleviate  the  overload  on  training  and  employment  pro- 
grams that  would  otherwise  exist. 

These  amendments  also  establish  priorities  for  manpower  programs  accord- 
ing to  last  year's  Ribicoff-Bennett  priorities  agreed  to  by  the  Administration. 
The  order  for  training  and  employment  would  be  unemployed  fathers  and  volun- 
teer mothers,  vouths  aged  16  and  over  not  attending  school  or  not  full-time 
regular  employees,  full-time  regular  employees,  part-time  employees,  and  others 
My  proposal  eliminates  H.R.  l's  priority  for  teenaged  mothers  and  pregnant 
women  a  segment  particularly  unsuited  to  employment  and  training  and,  in 
any  event,  exempt  once  they  have  pre-school  children.  _ftftno 

$1  billion  would  be  authorized  for  these  amendments,  in  lieu  of  the  $540,000- 
000  authorized  under  H.R.  1  and  an  additional  $10  million  would  be  authorized 
for  equal  opportunity  compliance  activities. 

'  These  work  proposals  also  reinsert  the  Ribicoff-Bennett  language  agreed  to  by 
the  Admniistration  last  year  regarding  the  definition  of  "suitable"  employment. 

10  Expanded  Public  Service  Employment 

Some  $1.2  billion  woud  be  available  for  300,000  public  service  jobs.  This  com- 
pares to  H.R.  l's  $800  million  for  200,000  jobs.  It  is  estimated  that  4.3  million 


people  could  be  put  to  work  in  the  public  sector  at  the  state  and  local  levels  in 
meaningful  and  fulfilling  jobs  if  money  were  available.  Thus  Federal  funding 
would  not  be  phased  out  in  3  years  as  is  done  by  H.R.  1. 

The  Secretary  of  Labor  could  seek  additional  funds  from  the  Congress  when- 
ever 5%  or  more  of  the  registrants  for  work  had  no  reasonable  prospects  of 
finding  employment. 

11.  Expanded  and  Improved  Day  Care  Services 

This  amendment  modifies  Senator  Long's  Federal  Child  Care  Corporation  con- 
cept by  providing  stricter  standards,  smaller  costs  to  users  of  day  care,  and 
increased  community  participation.  An  additional  $1.5  billion  in  appropriations 
would  be  provided  as  well  as  twice  the  amount  for  day  care  facility  construction 
($100  million)  as  provided  in  H.R.  1. 

Free  day  care  would  be  provided  for  one  year  following  commencement  of 
full-time  employment  with  a  fee  schedule  based  on  family  size  and  income  then 
taking  effect.  Liberalized  tax  provisions  to  offset  child  care  costs  would  also  be 
allowed. 

12.  Elimination  of  State  Residency  Requirements 

The  Supreme  Court  has  twice  held  such  requirements  unconstitutional  as  a 
restriction  on  the  right  to  travel  and  a  violation  of  the  Equal  Protection  clause. 
Despite  popular  belief,  only  a  small  number  of  people  are  involved.  For  example, 
of  New  York's  1.7  million  welfare  recipients  as  of  January  1971,  only  11,000 
(mostly  children),  or  less  than  1%,  would  be  taken  off  the  rolls  if  a  one  year 
residency  clause  were  invoked. 

13.  Administrative  Procedures  and  Recipients,  Rights 

While  in  general  the  Department  of  Health,  Education  and  Welfare  has  de- 
veloped and  administered  comprehensive  and  equitable  regulations,  additional 
safeguards  are  needed.  Therefore,  my  amendments  would  : 

(a)  Eliminate  the  automatic  benefit  termination  for  failure  to  file  timely 
reports  of  changed  circumstances  and  assure  a  hearing  before  any  benefits  can  be 
cut  off,  pursuant  to  Supreme  Court  decisions  protecting  clue  process. 

(b)  Require  a  written  opinion  detailing  reason  for  any  administrative  deter- 
mination affecting  payment  levels  to  be  submitted  promptly  to  the  applicant. 

(c)  Assure  every  claimant  a  right  to  counsel  of  his  own  choosing. 

(d)  Eliminate  the  provision  waiving  standards  requirements  for  welfare  hear- 
ing examiners. 

(e)  Eliminate  the  requirement  of  quarterly  reports  of  income  by  recipients 
and  simply  require  every  recipient  to  report  any  changes  in  his  circumstances. 
This  reinserts  the  original  Nixon  Family  Assistance  Program's  provision  requir- 
ing the  Secretary  of  HEW  to  estimate  the  quarterly  income  of  recipients  rather 
than  placing  the  onus  on  the  impoverished  family  or  individual. 

(f)  Eliminate  the  requirement  of  re-registering  for  benefits  every  two  years. 
Since  biennial  reapplication  is  for  the  purpose  of  enabling  the  Department  of 
Health,  Education  and  Welfare  to  study  the  problems  of  the  long-term  poor,  the 
Secretary  rather  than  the  recipient  would  bear  the  responsibility  of  selecting 
out  the  long-term  poor  for  study. 

(g)  Eliminate  the  provision  making  stepparents  liable  for  support  payments 
under  the  often-erroneous  assumption  that  this  income  is  available  to  the  family. 

(h)  Eliminate  the  method  of  determining  eligibility  based  on  income  earned  in 
the  last  three  quarters  and  instead  base  eligibility  on  current  need.  Under  the 
provisions  of  H.R.  1,  a  family  in  need  could  be  forced  to  wait  up  to  nine  months 
before  receiving  benefits. 

(i)  Provide  a  simplified  declaration  method  of  determining  eligibility  and  use 
a  scientific  sampling  audit  similar  to  that  used  for  the  Internal  Revenue  Service 
to  eliminate  the  costly  and  demeaning  casework  investigation  of  the  present  sys- 
tem. Studies  have  shown  welfare  fraud  to  be  negligible  and  tests  of  the  simpli- 
fied method  have  been  generally  successful. 

(j)  Insure  that  migrant  workers  and  others  of  unfixed  domicile  receive 
assistance. 

(k)  Eliminate  the  absolute  exclusion  of  needy  college  students  from  the  wel- 
fare program. 

(1)  Require  the  Secretary  of  Health,  Education,  and  Welfare  to  develop  a 
single,  uniform  and  simple  system  of  public  assistance  for  all  categories  in  need, 
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whether  in  the  "adult"  or  "family"  category  and  report  his  recommendations  to 
Congress  no  later  than  January  1,  1974. 

IJf.  Elimination  of  Discriminatory  Provisions  Against  Puerto  Rico  and  Other 
U.S.  Possessions 
Artificial  ceilings  on  public  assistance  payments  for  these  jurisdictions  would 
be  eliminated  by  this  amendment.  These  territories  have  a  higher  cost  of  living 
than  many  states,  yet  their  welfare  payment  level  would  be  set  at  a  mere  fraction 
of  the  lowest  level  paid  by  any  state  to  their  poor.  Welfare  payments  in  U.S. 
territories  as  well  as  in  the  fifty  states  should  be  based  solely  on  need. 

15.  Protection  of  Em&lQyBe  Bights 

This  provision  would  protect  accrued  rights  of  state  and  local  government  em- 
ployees and  aid  them  in  seeking  jobs.  We  should  not,  as  a  liy-product  of  welfare 
reform,  create  a  new  class  of  unemployed  persons.  This  amendment  does  not, 
however,  freeze  every  worker  into  the  new  welfare  system.  Rather,  it  provides 
protection  for  accrued  rights  and  assistance  in  obtaining  new  employment. 

TOTAL  FEDERAL  WELFARE  COSTS:  FISCAL  YEAR  1973 
(In  billions  of  dollars] 

Current  Ribicoff 

law  H.R  1       amendments 

Family  payments --- - 

Childless  couples  and  singles 

Adult  categories 

Food  progra ms 

Child  care  services 

Child  care  facilities  construction -.- 

Supportive  services 

Manpower  training 

Public  service  jobs 

Equal  employment  compliance  activities ... 

Administration 

Miscellaneous  costs --- 

Total.... - -  9-4  H.9  19.61 


$3.9 

$5.8 

0 

4.1 

1.0 
.7 
.05 
.1 
.54 
.8 

0 

1.1 
.7 

$9.5 

0 

0 

2.2 

4.1 

2.4 

1.0 

.3 

1.5 

0 

.1 

0 

.1 

.2 

1.0 

0 

1.2 

0 

.01 

.4 

1.1 

0 

0 

Description  of  Ribicoff  Amendments 


GENERAL   BACKGROUND 


In  August,  1960  President  Nixon  proposed  the  Family  Assistance  Plan.  Since 
that  time,  the  House  has  twice  passed  a  bill— H.R.  16311  in  April,  1970  and  H.R. 
1  in  June,  1971. 

The  Family  Assistance  Plan  has  encountered  difficulties  in  the  Senate,  however. 
Last  year,  in  alternate  attempts  to  win  liberal  and  conservative  support  for  wel- 
fare reform,  the  Administration  revised  the  Family  Assistance  Plan  in  June, 
October,  November  and  December.  In  the  closing  days  of  the  91st  Congress,  we 
reached  agreement  with  the  Administration  on  the  so-called  Ribicoff-Bennett 
proposals. 

Despite  our  efforts,  no  legislation  passed  the  Senate.  Nevertheless,  the  Admin- 
istration's original  legislation  and  changes  endorsed  by  the  President  during  the 
legislative  process  in  the  Senate  provide  a  strong  base  on  which  to  build. 

The  President's  original  legislation  provided  assistance  exceeding  AFDC  pay- 
ments in  all  but  eight  states.  Mandatory  state  supplementation  insured  that  no 
beneficiary  would  be  worse  off  under  the  original  Family  Assistance  Plan  than 
under  present  law. 

The  Family  Assistance  Plan  has  at  one  time  or  another  also  had  in  its  pro- 
visions optional  work  registration  requirements  for  mothers  of  pre-school 
children,  liberalized  earnings  disregards,  stronger  provisions  to  assure  job  suit- 
ability, state  supplementation  for  families  headed  by  an  unemployed  parent,  use 
of  a  standard  of  current  need  rather  than  previous  earnings  to  determine  eligi- 
bility, adequate  protection  of  the  rights  of  recipients  including  provisions  to  dis- 
courage stepparent  desertion,  fiscal  relief  for  states,  protection  of  accrued  rights 
of  local  and  state  employees  transferred  to  the  federal  system,  more  equitable 
penalty  provisions,  and  a  simpler  and  moi'e  equitable  method  of  determining  eligi- 
bility based  on  HEW  quarterly  estimates  of  family  income  which  would  allow 
the  Secretary  to  take  into  account  extraordinary  circumstances  in  eligibility 
determinations. 
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All  of  these  provisions  have  received  Administration  support  in  the  last  two 
years,  but  are  excluded  from  H.R.  1.  I  am  hopeful  that  we  will  be  able  to  reach 
agreement  on  reinclusion  of  these  important  provisions  at  an  early  stage  in  the 
Finance  Committee's  deliberations.  My  proposals  incorporate  all  of  these  improve- 
ments in  addition  to  other  changes  discussed  in  the  following  sections. 

1.  A  Goal  to  Eliminate  Poverty 

Today  I  submit  a  proposal  to  establish  a  minimum  national  goal  to  assure 
that  by  no  later  than  1976 — America's  200th  Anniversary — all  Americans  will 
have  sufficient  income  to  sustain  a  decent  standard  of  life. 

Unfortunately  we  have  chosen  to  ignore  the  needs  of  the  poor.  We  offer  pity 
or  contempt.  We  study,  define  or  classify  them.  We  promise  and  advise  them. 
We  do  everything  but  help  them.  As  a  result,  the  chasm  between  the  rich  and 
the  middle  class  on  one  side  and  the  poor  on  the  other  is  widening,  providing 
the  potential  for  social  division  unparalleled  in  our  country. 

Our  failure  has  been  one  of  commitment,  not  of  resources  or  skills.  The 
initial  costs  may  seem  large  but  they  amount  to  less  than  2y2%  of  our  trillion 
dollars  gross  national  product.  This  is  a  small  overhead  to  pay  for  our  failures 
as  a  society  in  education,  housing  and  employment.  In  addition,  true  reform 
of  our  welfare  structure  will  enable  many  to  obtain  adequate  jobs  and  will 
eliminate  the  tragic  cycle  of  poverty  in  which  the  children  of  poverty  inexorably 
become  the  next  generation  of  the  poor. 

The  text  of  tins  proposal  and  a  comparison  of  the  overall  costs  of  my  income 
maintenance  proposals  with  those  of  present  law  and  H.R.  1  follow : 

TEXT    OF    RIBICOFP    AMENDMENT    SETTING     1976    GOAL 

(a)  Findings. 

(1)  ''The  Congress  finds  and  declares  that — 

(A)  A  nation  of  wealth  and  responsibility  deplores  the  continuing  incidence 
of  poverty  within  its  borders  ;  and 

(B)  In  view  of  the  harm  to  individual  and  family  development  and  well- 
being  caused  by  lack  of  income  adequate  to  sustain  a  decent  level  of  life,  and 
the  consequent  damage  to  the  human  resources  of  the  entire  nation,  the  Federal 
government  has  a  positive  responsibility  to  assure  an  end  to  poverty. 

(2)  Therefore,  the  Congress  establishes  a  national  goal  of  assuring  all  citizens 
by  1976,  an  income  adequate  to  sustain  a  decent  level  of  life  and  to  eliminate 
poverty  among  our  people. 

(3i  Furthermore,  the  Congress  declares  it  to  be  the  purpose  of  this  Act  to 
develop  programs  directed  toward  this  goal. 

PROJECTED  POTENTIAL  FEDERAL  MAINTENANCE  PAYMENTS  UNDER  CURRENT  LAW,  H.R.  1,  AND  RIBICOFF  PRO- 
POSAL, FISCAL  YEARS  1973-77 
[In  bi  I  liens  of  dollars] 

Ribicoff 
Current  law  H.R.I  proposal 

1973.... $8.5  $11.7  $9.5 

1974 8.8  12.4  13.0 

1975 9.3  12.9  16.3 

1976 9.6  12.7  22.4 

1977.. _ 10.1  12.8  28.5 

2.  Increase  in  Basic  Federal  Payment  Level  for  Fiscal  1913 

My  proposal  increases  the  Federal  base  payment  for  a  family  of  four  from 
$2400  as  provided  by  H.R.  1  to  $2800,  which  represents  last  year's  minimum 
support  level  of  .$1600  plus  a  cash  out  of  the  food  stamp  program  at  the  minimum 
subsistence  diet  level  as  determined  by  the  U.S.  Department  of  Agriculture. 
This  amendment  will  carry  out  one  of  the  expressed  purposes  of  President 
Nixon's  Family  Assistance  Plan — to  provide  a  Federal  benefit  level  no  lower 
than  existing  AFDC  benefit  levels. 

Under  the  President's  original  proposal,  only  eight  states  paid  more  than 
the  Administration-proposed  benefit  to  a  family  of  four  receiving  AFDC  and 
these  states  would  have  been  required  to  make  supplemental  payments.  In 
addition,  food  stamp  assistance  also  would  have  remained  available.  Even 
as  late  as  December  1970,  the  Administration  approved  the  Ribicoff-Bennett 
provisions  assuring  no  loss  in  benefit  levels. 
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Under  H.R.  1,  however,  the  $2400  payment  level  and  optional  state  sup- 
plementation provisions  make  it  possible  for  recipients  in  28  states  and  the 
District  of  Columbia  to  lose  a  portion  of  their  public  assistance  benefits  which 
are  already  above  $2400.  In  addition,  food  stamps  are  provided  in  27  of  these 
states,  substantially  increasing  the  total  assistance  now  received  by  welfare 
recipients  in  those  states.  This  means  that  approximately  two-thirds  of  the 
AFDC  caseload  faces  significant  potential  benefit  losses  under  H.R.  1. 

In  another  13  states,  H.R.  l's  benefit  level  exceeds  present  public  assistance 
payments  but  is  less  than  the  total  of  present  public  assistance  payments  and 
food  stamps. 

In  only  9  states  and  Puerto  Rico  does  H.R.  l's  $2400  payment  level  exceed 
the  present  total  of  public  assistance  and  food  stamp  benefits.  (There  is  no 
food  stamp  program  presently  in  four  of  those  states.)  These  nine  states  and 
Puerto  Rico  have  an  AFDC  population  of  approximately  975.000,  only  10% 
of  the  9.7  million  people  receiving  AFDC  payments  as  of  January  1971. 

While  H.R.  l's  $2400  level  exceeds  public  assistance  payments  without  regard 
to  food  stamps  in  22  states  with  29%  of  the  AFDC  population,  my  proposal 
for  an  initial  $2800  income  level  automatically  assures  that  an  additional  21% 
of  the  AFDC  population  would  receive  higher  benefits  even  before  state  supple- 
mentation. This  21%  is  located  in  six  states  (Ohio,  Montana,  Oregon,  Wisconsin. 
Wyoming  and  California ) . 

The  following  chart  provides  a  breakdown  of  those  states  whose  public  assist- 
ance payments  are  less  than  $2400  and  those  additional  states  paying  less 
than  $2800. 

22  STATES  WITH  BENEFIT  LEVEL  UNDER  $2,400,  NUMBER  OF  AFDC  RECIPIENTS  AND  PERCENTAGE   OF  TOTAL 

AFDC  POPULATION  AS  OF  JANUARY  1971 


State 


Alabama - -- 

Arizona _ - — 

Arkansas 

Delaware 

Fhrid  i 

Geomi _ _._ - 

Indiana. I 

Kentucky - -- 

Louisiana _ -■ 

Maine.  1 --■ 

Marvland.  _ _ -'- - 

Mississippi — 

Missouri.. - 

Nevada - 

N ew  Mexico _ - 

North  Carolina --- 

Oklahoma 

South  Carolina.. - — 

Tennessee -- - - 

Texas 

Utah - 

West  Virginia - 

Total ----- -- 2,925,400 


Percent  of 

Number 

total  AFDC 

ot  AFDC 

population 

recipients 

(9,773,000) 

168,  000 

1.7 

62.  000 

.6 

61.900 

.6 

?c  or\r) 

:3 

264.  onn 

2.7 

2R6,  000 

2.7 

117,  000 

1.2 

141,  000 

1.4 

231,  000 

2.4 

55,  200 

.6 

164,  000 

1.7 

134,000 

1.4 

179,  000 

1.8 

15,900 

.2 

58,  100 

.6 

151,000 

1.5 

107,  000 

1.1 

73.  200 

.7 

171,  000 

1.7 

341,000 

3.5 

39, 600 

.4 

98.  300 

1.0 

29.8 


ADDITIONAL  STATES  FULLY  COVERED  BY  RAISING  FEDERAL  PAYMENT  FROM  $2,400  TO  $2,800  AS    OF    JANUARY 

1971 


Stats 


Number  of 

AFDC 

recipients 


California -  -- ---  1.5£000 

Montana .:.- - 18.100 

Ohio                                           -- 346,000 

ore^;:;;;;;;;;;...; w-qoo 

Wisconsin - - -  — 98.600 

Wyoming. - 6-  50° 

Tutal -- - - -  2,150,200 


Percent  of 
total  AFDC 
population 


15.0 

.2 

3.4 

1.0 

1.0 

.1 


21.1 
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My  proposals,  by  mandating  state  supplementation  and  providing  additional 
Federal  payments  above  state  supplementation  ceilings,  would  also  assure  that 
the  other  50%  of  the  AFDC  population  suffers  no  benefit  cutbacks. 

In  addition,  this  amendment  provides  relief  for  all  members  of  a  needy  family 
whereas  H.R.  1  only  assists  up  to  8  members  of  a  family.  There  is  no  reason 
why  a  public  assistance  program  should  impose  an  arbitrary  cut-off  on  the  num- 
ber of  people  to  receive  benefits  in  a  family.  Every  child  has  needs — whether 
he  is  the  lirst  child  in  the  family  or  the  ninth.  Under  present  law  only  six  states 
(Alabama,  Delaware,  Kentucky,  West  Virginia,  Virginia  and  New  Mexico)  cur- 
rently impose  such  overall  family  maximums. 

The  change  I  propose  will  be  both  equitable  and  inexpensive.  Only  about  4% 
of  AFDC  families  have  more  than  eight  members.  The  additional  benefits  for 
extra  children  can  be  lower  because  studies  have  shown  that  the  additional  costs 
for  extra  children  in  large  families  are  proportionately  smaller  per  child. 

Following  is  a  chart  comparing  payment  levels  under  H.R.  1  and  my  amend- 
ments. 

FEDERAL  BASE  PAYMENTS  UNDER  THE  RIBICOFF  SCHEDULE  COMPARED  WITH  H.R.  1 

Ribicoff  base         H.R.  1  base 

payment  per       payment  per 

Number  in  family  individual  individual 

1 

z:"SJ.\'.'.'S.'.'.V.'.x.'l'.'.'. 

4.. 

5 

6 " " 

7... 

8 

9.. """ """ 

io+ :..:: :::::::::::::::::::::.: :. 


$900 

$800 

900 

800 

500 

400 

500 

400 

500 

400 

400 

300 

400 

300 

300 

200 

200 

100  

This  amendment  by  itself  would  cost  an  additional  $3.6  billion  in  the  first 
year. 

3.  Mandatory  State  Supplementation  and  State  Fiscal  Relief 

My  proposal  requires  mandatory  state  supplementation  of  federal  welfare 
payments  as  opposed  to  H.R.  1  which  makes  such  payments  optional.  State 
supplementation  would  also  be  mandatory  for  families  in  states  with  AFDC- 
TJP  programs  in  which  payments  are  made  to  families  with  unemployed  fathers 
living  at  home. 

It  is  important  to  bear  in  mind  that  without  mandatory  supplementation,  a 
$2400  payment  level  provides  one-third  less  than  the  national  poverty  level  of 
slightly  over  $3900,  a  figure  widely  regarded  as  at  best  a  minimal  subsistence 
level  and  at  its  worst  grossly  inadequate  in  terms  of  actual  need.  My  amend- 
ment would  at  the  very  least  assure  that  no  beneficiary  loses  benefits  under  a 
reformed  welfare  system. 

While  not  all  states  are  expected  to  cut  out  supplementing  payments  above 
$2400  if  supplementation  were  optional,  the  trend  of  the  last  few  years  to  raise 
welfare  benefits  is  now  being  reversed.  A  recent  HEW  survey  showed  that  at 
least  10  states  are  effecting  welfare  benefit  reductions  this  year  (Alabama,  Geor- 
gia. Kansas,  Maine.  New  Jersey,  New  Mexico,  New  York,  Rhode  Island,  South 
Dakota  and  Nebraska)  and  reductions  are  probable  in  another  12  states  (Ari- 
zona, California,  Connecticut,  Delaware.  Idaho,  Illinois,  Minnesota,  New  Hamp- 
shire, Oregon.  Pennsylvania,  Texas,  and  Vermont.  Given  the  states'  fiscal  crisis, 
optional  supplementation  may  well  mean  no  supplementation. 

My  amendment  recognizes,  however,  the  almost  intolerable  fiscal  burden  on 
the  states  of  supporting  an  inefficient,  inadequate  and  inequitable  welfare  sys- 
tem and  provides  relief  by  placing  a  graduated  ceiling  on  state  payments  during 
the  four-year  period  of  Federal  assumption  of  all  welfare  costs.  In  addition,  full 
Federal  administration  would  begin  in  fiscal  1973. 

In  fiscal  1973,  a  state  would  only  have  to  pay  90%  of  its  calendar  1971  public 
assistance  and  food  stamp  costs.  This  percentage  would  drop  to  75%  in  fiscal 
1974.  50%  in  fiscal  1975.  25%  in  fiscal  1976,  and  0%  in  fiscal  1977. 

States  would  be  assured  of  savings  of  over  $400  million  in  the  first  year  of 
FAP's  effective  date,  fiscal  1973.  just  over  $1  billion  in  fiscal  1974,  $2  billion  in 
fiscal  1975,  $3  billion  in  fiscal  1976  and  $4  billion  in  fiscal  1977  when  the  nation's 
welfare  system  will  be  financed  entirely  by  the  Federal  Government. 
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I  also  recognize  that  in  this  fiscal  year,  1972,  states  are  facing  financial  chaos 
as  a  result  of  skyrocketing  costs.  Therefore  I  am  adding  an  additonal  emer- 
gency fiscal  relief  amendment  for  fiscal  1972  which  would  place  a  ceiling  on 
state  welfare  costs  under  current  law  at  the  fiscal  1971  state  spending  levels  for 
public  assistance  and  food  stamp  benefits.  The  Federal  Government  would  guar- 
antee that  all  beneficiaries  receive  no  decrease  in  benefits  as  a  result  of  this 
provision.  This  emergency  state  fiscal  relief  will  cost  the  Federal  Government  an 
additional  $440  mililon  in  fiscal  1972. 

The  following  chart  outlines  the  amount  of  fiscal  relief  available  to  the  states 
under  this  amendment  compared  to  their  present  welfare  costs. 

PRESENT  COSTS  AND  RIBICOFF  STATE  FISCAL  RELIEF  SCHEDULE 


[In  millions] 

• 

Present  costs 
(estimates  of 
1971  non- 
Federal 
expenditures) 

Ribicoff  State  savings  over  present  costs  (fiscal 

years) 

State 

1973 

1974 

1975 

1976 

Arizona                             

$32.7 

9.5 

18.7 

$3.27 

.95 

1.87 

1.55 

96.02 

4.19 

5.33 

.69 

3.41 

9.80 

4.44 

1.72 

.62 

22.45 

2.70 

4.34 

2.83 

2.82 

5.03 

1.45 

5.47 

19.23 

17.41 

6.09 

1.54 

5.25 

.51 
1.22 

.32 

1.18 

18.14 

1.19 

66.35 

33.3 

.45 

11.03 

4.68 

3.18 

26.51 

2.09 

.83 

.54 
3.47 
8.59 

.96 

.65 
3.49 
7.14 
1.60 
4.04 

.25 

$8.2 

2.4 

4.7 

3.8 

240.1 

10.5 

14.4 
1.7 
8.5 

24.5 

11.1 
4.3 
1.7 

56.1 
6.8 

10.9 
7.1 
7.1 

12.6 
3.8 

13.7 

48.1 

43.5 

15.2 
3.9 

13.1 

1.3 

3.1 

.8 

3.0 

45.4 
3.0 

165.9 
8.3 
1.1 

27.6 

11.7 
8.0 

66.3 
5.2 
2.1 
1.4 
8.7 

21.5 
2.4 
1.6 
8.7 

17.9 
4.0 

10.1 
.6 

$16.4 

4.8 

9.4 

7.5 

480.1 

20.9 

28.8 

3.4 

17.0 

49.0 

22.2 

8.6 

3.4 

112.2 

13.5 

21.7 

14.2 

14.1 

25.2 

7.3 

27.4 

96.2 

87.0 

30.4 

7.7 

26.3 

2.5 

6.1 

1.6 

5.9 

90.7 

6.0 

331.8 

16.7 

2.2 

55.2 

23.4 

15.9 

132.6 

10.5 

4.2 

2.7 

17.4 

43.0 

4.8 

3.3 

17.5 

35.7 

8.0 

20.2 

1.3 

$24.5 

7.1 

14.0 

Arkansas                      

15.5 

11.3 

California                   

960.2 

720.2 

Connecticut          

41.9 
53.3 

31.4 
43.3 

Delaware 

6.9 
34.1 
98.0 
44.4 
17.2 

5.2 
25.6 
73.5 
33.3 
12.9 

6.2 

5.2 

224.5 

168.4 

Indiana                    

27.0 

20.3 

Iowa               -. 

43.4 

32.6 

28.3 
28.2 

21.2 
21.2 

50.3 

37.7 

Maine                   

14.5 

10.9 

Massachusetts 

Michigan           

54.7 
192.3 
174.1 

41.1 
144.2 
130.6 

Minnesota                

60.9 

45.7 

Mississippi            

15.4 

11.6 

Missouri 

52.5 

39.4 

Montana                   

5.1 

3.8 

Nebraska 

Nevada 

New  Hampshire 

12.2 

3.2 

11.8 

9.2 
2.4 
8.9 

New  Jersey 

New  Mexico                   

181.4 
11.9 

136.1 
8.9 

New  York 

663.5 

497.6 

North  Carolina 

33.3 

25.0 

North  Dakota 

Ohio 

4.5 
110.3 

3.4 
82.7 

Oklahoma                       

46.8 

35.1 

Pennsylvania                 

31.8 
265.1 

23.9 
198.8 

South  Carolina 

20.9 
8.3 

15.7 
6.2 

South  Dakota 

5.4 

4.1 

Tennessee                     

34.7 

26.0 

Texas                         

85.9 

64.4 

Utah 

Virginia                         

9.6 
6.5 

34.9 

7.2 

4.9 
26.2 

Washinpton 

West  Virginia             

71.4 
16.0 

53.6 
12.0 

Wisconsin                            

40.4 

30.3 

2.5 

1.9 

4,  022. 1 

402. 21 

1,005.5 

2,011.0 

3,016.6 

It.  Federal  Assumption  of  Welfare  Costs  and  Future  Increases  in  Payment  Levels 

In  combination  with  mandatory  state  supplementation  and  state  fiscal  relief, 

this  amendment  provides  a  gradual  Federal  assumption  of  all  welfare  costs 

together  with  increases  in  the  payment  level  each  year  until  payments  equal  the 
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poverty  level  in  1976.  A  basic  benefit  payment  would  be  established  equalling  the 
higher' of  .S2S00  or  the  present  maintenance  levels  in  fiscal  1973,  the  higher  or 
present  state  benefits  or  75%  of  the  poverty  level  in  fiscal  1974,  the  higher  of 
present  state  benefits  or  80%  of  the  poverty  level  in  fiscal  1975,  the  higher  of 
present  state  benefits  or  90%  of  the  poverty  level  in  fiscal  1976,  and  100%  of  the 
poverty  level  in  fiscal  1977. 

This  amendment,  together  with  the  mandatory  state  supplementation  and  state 
fiscal  relief  amendment,  assures  that  no  beneficiaries  will  lose  benefits  and  also 
provides  a  method  of  raising  benefit  levels  to  bring  all  needy  Americans  up  to 
at  least  a  poverty-level  income  by  July  1.  1976. 

"We  must  recognize,  however,  that  the  official  "poverty"  level  is  at  best  an 
artificial  line  above  which  people  are  designated  "non-poor"  and  below  which 
they  are  "poor".  The  poverty  standard,  developed  by  the  Social  Security  Adminis- 
tration, is  based  on  the  Department  of  Agriculture's  measure  of  the  cost  of  a 
temporarv,  low-budget,  nutritious  diet  for  families  of  various  sizes.  The  poverty 
index  is  simply  this  food  budget  multiplied  by  three  to  reflect  the  fact  that  food 
typically  represents  one-third  of  the  expensos  of  a  low-income  family. 

My  amendment  requires  the  Secretary  of  Health,  Education  and  Welfare  to 
develop  a  new  "poverty"  level  which  takes  into  account  items  now  ignored  such 
as  medical  care,  insurance,  a  bed  for  each  member  of  the  family  and  school 
supplies.  He  must  report  back  to  Congi-ess  his  recommendations  no  later  than 
June  1.  1974  and  they  will  take  effect  on  July  1,  1974  absent  Congressional 
disapproval. 

RIBICOFF  WELFARE  BENEFITS  AND  STATE  FISCAL  RELIEF  SCHEDULE 


Required  State 

contribution  (as  a 

percentage  of 

calendar  1971  costs 

of  public  assistance 

plus  food  stamp 

Year 

benefits) 

Fiscal  year— 

1973 

90 

1974 

75 

1975 

50 

1976.. 

25 

1977 

0 

Total  Federal 
Federal  payment  level  cost  (billions) 

Higher  of  $2,800  or  present  maintenance $9-5 

Higher  of  present  maintenance  or  75  percent  of  poverty  level .  13. 0 

Higher  of  present  maintenance  or  80  percent  of  poverty  level.  16.  3 

Higher  of  present  maintenance  or  90  percent  of  poverty  level.  22. 4 

100  percent -.- 28.5 

5.  Adjustment  in  Payment  Level  for  Changes  in  Cost  of  Living 

This  amendment  includes  a  cost-of-living  factor  based  on  the  present  method 
of  adjusting  the  Federal  poverty  income  threshold  to  reflect  changing  costs.  Just 
as  salaries  and  prices  are  adjusted  to  reflect  cost-of-living  changes,  so  must 
benefit  levels  change  under  an  equitable  assistance  program.  The  poor  are  not 
immune  from  the  pernicious  effects  of  inflation. 

Even  under  current  law,  state  welfare  plans  must  provide  cost-of-living  in- 
creases to  be  eligible  for  Federal  matching  funds.  While  states  have  often  can- 
celled out  such  increases  by  reducing  the  percentage  of  the  state  standard  of  need 
which  is  paid  or  by  making  across-the  board  cutbacks,  the  majority  of  families 
under  current  law  have  benefitted  from  cost-of-living  increases. 

Nonetheless,  while  H.R.  1  provides  a  cost-of-living  adjustment  mechanism  for 
Social  Security  benefits,  it  freezes  welfare  benefit  payments  by  the  Federal  gov- 
ernment for  the  next  five  years. 

6.  Adjustment  in  Payment  Levels  to  Reflect  Regional  Variations  in  Cost  of  Living 
This  amendment  requires  the  Secretary  of  Health,  Education  and  Welfare  to 

establish  a  payment  schedule  based  on  varying  standards  of  need  between  urban 
and  rural  areas,  different  parts  of  the  same  states,  and  among  appropriate  re- 
gions in  the  United  States. 

The  Department  is  already  studying  the  complexities  of  regional  variations  in 
living  costs.  A  delicate  balance  must  be  maintained  to  assure  equity  of  payment 
levels  and  simplicity  of  administration.  Any  regional  breakdown  must  recognize 
the  existence  of  highly  urbanized  areas  in  close  proximity  to  rural  isolation  and 
the  danger  of  payment  levels  changing  from  one  side  of  a  street  to  another.  To 
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develop  a  plan  which  takes  these  factors  into  account  and  still  avoid  an  un- 
wieldly  number  of  regional  areas  necessitating  close  case- by-case  analysis  will 
be  no  easy  task. 

The  Secretary  of  Health,  Education  and  Welfare  is  directed  to  study  this 
problem  and  submit  a  report  to  Congress  no  later  than  January  1,  1974.  Unless 
specifically  disapproved  by  Congress  within  90  days  of  submission,  the  Secretary's 
recommendations  would  be  implemented  on  July  1,  1974. 

7.  Coverage  for  Childless  Couples  and  Single  Persons 

A  major  premise  of  H.R.  1  is  that  welfare  assistance  should  be  based  on 
need  rather  than  membership  in  a  particular  population  category.  Nonetheless 
1.8  million  persons  under  65  in  families  without  children  and  2.3  million  single 
persons  who  live  in  poverty  are  not  eligible  under  H.R.  1. 

My  amendments  would  remedy  this  failing,  recognizing  that  the  incidence"  of 
poverty  reaches  the  highest  levels  among  persons  unconnected  with  a  family 
unit.  At  least  500,000  of  these  people  have  no  cash  income  at  all.  Moreover,  it 
makes  no  sense  to  deny  assistance  to  a  couple  without  children  and  provide 
$2000  to  a  couple  with  one  child.  The  incentive  to  have  children  under  such  an 
illogical  exclusion  makes  H.R.  1  a  Family  Expansion  Plan  rather  than  a 
Family  Assistance  Plan. 

Coverage  for  these  forgotten  Americans  would  begin  in  fiscal  1974  to  allow 
the  Secretary  of  Health.  Education  and  Welfare  to  establish  the  necessary  ad- 
ministrative procedures  to  include  them  for  the  first  time  in  federal  welfare 
programs. 

This  amendment  would  cost  the  Federal  Government  $1  billion  in  its  first  year 
of  operation. 

8.  Improved  Work  Incentives 

This  provision  will  improve  work  incentives  for  the  working  poor  by  direct- 
ing the  Secretary  of  Health,  Education  and  Welfare  to  conduct  tests  of  various 
"earnings  disregard"  formulas  and  to  report  his  findings  and  recommendations  to 
the  Congress  no  later  than  January  1,  1974.  No  variation  could  be  utilized  which 
would  provide  lower  benefits  than  H.R.  l's  present  formula  under  which  the 
working  poor  would  be  allowed  to  keep  the  first  $720  of  their  earnings  each  year 
plus  one-third  of  the  remainder  while  receiving  assistance. 

The  following  chart  illustrates  the  impact  of  various  payment  levels  with 
the  basic  earnings  disregard  formulas : 

EARNINGS  DISREGARD  DATA 


FAP  payment  family  of  4 


Total 

Eligible 

Eligible 

Federal 

families, 

individuals 

cost,  fiscal 

fiscal  year 

as  percent 

Break-even 

year  1973 

1973 

of  U.S. 

point  i 

(billions) 

(millions) 

population 

$4, 320 

$6.5 

4.0 

9.0 

4,920 

9.5 

4.8 

11.5 

6,120 

13.5 

6.7 

15.0 

10, 470 

72.0 

2  33.4 

3  50.0 

$2,400. 
$2,800. 
$3,600. 
$6,500. 


1  The  breakeven  point  is  that  point  of  income  below  which  some  benefit  would  be  paid. 
-  Households  ($6,500  plan  includes  families  without  children), 
s  Over. 

At  this  time,  no  one  knows  what  level  of  earnings  disregard  will  provide  an 
optimal  work  incentive  or  at  least  be  a  minimal  disincentive.  In  addition,  budg- 
etary restraints  and  the  desire  to  provide  additional  funds  for  families  at  the 
lower  end  of  the  economic  scale  play  a  large  role  in  what  formula  should  be 
adopted. 

In  the  long  run,  we  should  not  have  to  provide  public  assistance  to  those  who 
work.  It  is  shocking  to  realize  that  four  out  of  ten  poor  Americans  live  in  families 
headed  by  full-time  workers. 

Rather  than  providing  welfare  supplements  to  these  people,  we  should  be  assur- 
ing every  working  American  that  his  wages  will  be  sufficient  to  prevent  poverty. 
To  do  this  will  entail  raising  the  minimum  wage  and  expanding  it  to  include 
some  17  million  Americans  now  excluded. 
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While  the  Senate  Finance  Committee  does  not  have  jurisdiction  over  the  Fed- 
eral wage  laws,  I  am  hopeful  that  favorable  consideration  will  be  given  to  mini- 
mum wage  legislation  introduced  by  the  distinguished  Senator  from  New  Jer- 
sey (Mr.  Williams)  and  now  being  considered  in  the  Labor  and  Public  Welfare 
Committee. 

Until  all  jobs  pay  an  adequate  wage,  our  welfare  system  will  have  to  cover  the 
working  poor  and  insure  that  there  are  work  incentives.  Such  an  incentive,  de- 
signed to  insure  recipients  who  work  a  higher  income  than  those  who  do  not, 
has  been  a  part  of  the  Social  Security  Act  since  1967.  The  incentive  is  accom- 
plished by  setting  aside  a  given  amount  of  income  which  is  to  be  retained  by  the 
recipient  and  not  deducted  from  the  assistance  grant. 

From  the  money  retained  as  a  work  incentive,  an  employee  must  pay  all  ex- 
penses of  going  to  work,  including  Federal,  state  and  local  taxes,  union  dues  and 
other  mandatory  payroll  deductions  as  well  as  transportation  costs.  When  these 
costs  are  high,  as  is  usually  the  case  in  large  metropolitan  areas  where  the  poor 
are  increasingly  concentrated,  expenses  can  easily  go  beyond  the  exemptions, 
leaving  a  working  family  less  actual  income  than  one  where  no  member  is 
employed. 

Under  current  law,  the  work  incentive  itself  is  calculated  on  the  basis  of  gross, 
not  net,  income,  as  follows  : 

The  applicable  amounts  of  earned  income  to  be  disregarded  ($30  per  month 
plus  one-third  of  the  remainder  under  AFDC)  will  be  deducted  from  the  gross 
amount  of  "earned  income"  and  all  work  expenses,  personal  and  non-personal, 
will  then  be  deducted.  Only  the  net  amount  remaining  will  be  applied  in  deter- 
mining need  and  the  amount  of  the  assistance  payment. 

Under  H.R.  1,  however,  from  gross  income  one  must  deduct  earnings  of  stu- 
dents, child  care  costs  and  inconsequential  income.  The  incentive  is  applied  to 
whatever  remains.  The  amount  of  extra  money  a  recipient  realizes  from  every 
dollar  earned  will  therefore  be  lower  in  many  states  under  FAP  than  under  cur- 
rent programs. 

My  amendments  would  maximize  the  work  incentive  by  restoring  the  method 
of  calculation  currently  followed  by  HEW.  Thus,  only  after  the  money  retained 
as  a  work  incentive  is  deducted  from  gross  income  will  there  be  deductions  for 
items  such  as  taxes,  work  expenses,  child  care  costs  and  income  of  students. 

Another  failing  of  H.R.  1  is  its  limitation  on  the  amounts  that  can  be  de- 
ducted or  excluded  from  income  when  determining  the  amount  of  family  assist- 
ance to  be  received.  For  instance,  the  costs  for  child  care  are  limited  as  are  the 
amounts  that  children  can  earn.  The  Administration  has  never  placed  a  definite 
ceiling  on  such  items  and  I  would  hope  it  will  support  its  original  proposal 
which  sets  no  dollar  ceiling  but  leaves  amounts  excludable  from  income  to  the 
responsible  discretion  of  the  Secretary  of  Health,  Education  and  Welfare. 

9.  Improved  Job  Training  Programs  for  Employment  at  the  Minimum  Wage 

The  Family  Assistance  Plan  as  revised  by  the  Ways  and  Means  Committee 
emphasizes  work  training  requirements  and  incentives.  This  is  important 
since  most  Americans  would  prefer  to  play  a  productive  role  in  American  society 
rather  than  to  live  on  welfare.  Experience  in  New  York,  for  example,  has  shown 
that  98  percent  of  the  working  poor  continue  working  under  New  York's  assist- 
ance program  for  them. 

Under  H.R.  1,  as  many  as  2.6  million  welfare  recipients  would  be  required  to 
register  with  the  Department  of  Labor  for  manpower  services,  training  and  job 
placement.  H.R.  1  would  provide  training  for  225,000  people,  200,000  public  serv- 
ice jobs,  and  expanded  day  care  facilities  for  those  who  need  them  to  accept 
training  or  work. 

The  initial  determination  of  whether  a  recipient  was  "available"  for  work 
would  be  made  by  the  Department  of  Health,  Education  and  Welfare;  the  em- 
ployable individual  would  then  fall  within  the  jurisdiction  of  the  Labor  De- 
partment which  would  be  responsible  for  developing  an  "employability"  plan 
setting  forth  all  the  training  and  supportive  services  necessary  to  restore  such 
families  "to  self-supporting,  independent  and  useful  roles  in  their  communi- 
ties." H.R.  1  also  establishes  a  new  Assistant  Secretary  thereby  separating  this 
program  from  existing  Department  of  Labor  manpower  programs. 

Unfortunately,  H.R.  l's  proposals  will  accomplish  very  little.  They  provide 
too  little  money  and  too  much  responsibility  for  programs  which  have  never 
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worked.  If  work  training  is  to  be  a  viable  part  of  welfare  reform,  tbe  following 
problems  must  be  solved : 

First,  not  enough  appropriate  jobs  are  available  for  the  2.6  million  people 
required  to  enroll  in  the  program.  The  poor  performance  to  date  under  WIN, 
the  existing  welfare  work  training  program,  demonstrates  this  clearly.  The  exist- 
ence of  over  5  million  unemployed  Americans  further  complicates  the  situation. 

Many  of  the  jobs  now  available  to  manpower  training  graduates  are  the 
substandard,  previously  unfillable  jobs  which  comprise  the  present  openings 
filed  with  the  U.S.  Employment  Service  offices  which  have  been  delegated  re- 
sponsibility under  existing  manpower  programs  within  the  Department  of  Labor. 

To  correct  this  situation,  my  amendments  initiate  a  number  of  new  provisions. 

Private  business  firms  which  are  Federal  contractors  would  be  required  to  list 
their  job  openings  with  the  local  agency  assigned  the  task  of  job  placement.  H.J&.  1 
requires  only  state  and  local  governments  to  make  such  listings.  My  proposal  will 
therefore  expand  the  number  of  job  opportunities  made  available  to  the  Federal 
manpower  efforts  from  the  private  sector. 

The  amendments  I  introduce  will  require  all  job  assignments  to  be  in  positions 
paying  the  prevailing  wage  but  no  less  than  the  Federal  minimum  wage.  The  jobs 
must  also  be  covered  by  workmen's  compensation  provisions.  Guaranteeing  the 
minimum  wage  will  make  it  clear  that  the  program  is  not  another  form  of  public 
subsidy  to  businessmen  who  want  to  be  ussured  of  a  supply  of  cheap  labor. 

In  the  past  some  employers  have  taken  Federal  manpower  trainees  to  fill  menial 
jobs,  fired  them  when  the  training  subsidies  ran  out,  and  then  applied  for  a  new 
complement  of  trainees  to  fill  the  same  jobs,  at  public  expense.  In  rural  areas  the 
Employment  Service  Farm  Service  offices  work  as  agents  of  the  growers,  merely 
recruiting  individuals  for  seasonal  agricultural  jobs  and  rarely  assisting  the 
individual  to  develop  new  work  skills  or  seek  better  job  opportunities.  Under  my 
legislation,  manpower  programs  will  provide  for  the  worker's  needs  first,  not  the 
employer's. 

Second,  a  total  restructuring  of  the  Department  of  Labor  manpower  and  serv- 
ices program  is  crucial  if  we  truly  wish  to  provide  training  and  employment  for 
eligible  welfare  recipients. 

The  Lawyers  Committee  for  Civil  Eights  Under  Law  and  the  National  Urban 
Coalition  in  their  excellent  study,  "Falling  Down  on  the  Job:  The  United  States 
Employment  Service  and  the  Disadvantaged,"  have  clearly  documented  the  fail- 
ings of  the  Department  of  Labor's  manpower  effort.  The  U.S.  Employment  Service, 
the  primary  local  source  of  jobs  and  manpower  services  within  the  Department  is. 
according  to  the  report,  "an  inflexible  bureaucracy,  absorbed  in  its  own  paper 
work,  with  a  staff  that  is  either  incapable  of  or  disinterested  in  committing  the 
resources  necessary  to  make  the  chronically  unemployed  self-supporting." 

Between  1965  and  1970  funds  available  to  the  Employment  Service  more  than 
doubled,  from  $210.4  million  to  $464.7  million,  yet  the  number  of  persons  who 
applied  to  the  agency  for  jobs  fell  from  10.9  million  to  10  million  and  the  num- 
ber of  individuals  placed  in  employment  by  the  system  dropped  from  6.3  million 
to  4.6  million. 

Clearly  something  is  wrong  with  this  system.  To  know  more  fully  what  the 
training  needs  of  individual  workers  are — how  much  help  they  need,  of  what 
kinds  and  at  what  costs — we  must  develop  new  sources  of  information  about 
local  needs  and  operations. 

My  proposals  direct  the  Secretary  of  Labor  to  develop  and  operate  a  nation- 
wide, comprehensive  system  of  data  collection  and  interpretation  so  that  we 
can  establish  the  necessary  manpower  services,  training,  and  employment  op- 
portunities. We  need  to  know  much  more  about  developments  in  local  and 
regional  labor  markets.  Where  are  industries  and  business  firms  locating  and 
expanding,  where  are  layoffs  taking  place,  where  is  there  a  labor  shortage? 

Information  would  also  be  compiled  on  the  employability  characteristics  of 
those  individuals  enrolled  under  this  employment  program  to  provide  a  mean- 
ingful basis  for  setting  goals  for  on-the-job  and  institutional  training,  job  up- 
grading, job  development  and  public  service  employment. 

Manpower  training  programs  in  the  past  have  too  often  been  unrelated  to 
existing  job  openings  and  consequently  have  rarely  fulfilled  their  basic  goal  of 
placing  people  in  jobs.  The  Federal  Government  has  financed  more  than  five 
million  training  positions  over  the  past  5-6  years  at  a  cost  of  $2.5  billion.  But 
the  job   placement   records   of  the   three  largest  federal   manpower  programs- 
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have  been  poor.  The  Manpower  Development  Training  Act  has  placed  less  than 
half  its  enrollees  in  jobs.  The  Concentrated  Employment  Program  has  led  to 
jobs  for  little  over  one-third  of  its  enrollees,  and  WIN  has  had  a  placement 
rate  of  slightly  more  than  10%. 

The  following  chart  illustrates  the  problem : 


Enrollment  Placed 


MDTAi  --  1,451,400  773,400 

CEP  j  " ""  --  290,215  106,612 

W|N» 228,759  23,691 


'  Cumulative  through  fiscal  year  1970. 
-  Cumulative  through  June  30,  1970. 
3  Cumulative  through  Dec.  31,  1970. 


My  proposal  attempts  to  remedy  this  critical  problem  by  providing  for  a 
phased  enrollment  of  eligible  individuals  into  the  program.  No  welfare  recipient 
would  be  given  an  employability  plan  until  such  time  as  manpower  training,  sup- 
portive services  and  employment  opportunities  were  actually  available. 

My  proposal  requires  the  development  of  employability  plans  according  to  the 
following  priority  schedule  agreed  upon  last  year  in  the  Ribicoff -Bennett  proposal : 

(1)  Unemployed  fathers  and  volunteer  mothers. 

(2)  Youths  aged  16  and  over  who  are  not  regularly  attending  school  and  are 
not  employed  full  time. 

(3)  Persons  regularly  employed  at  least  40  hours  a  week. 

(4)  Part-time  employees. 

(5)  All  others. 

H.R.  1,  on  the  other  hand,  provides  its  highest  priority  for  manpower  services, 
training,  and  employment  programs  to  mothers  and  pregnant  women  under  the 
age  of  19.  This  provision  makes  little  sense  since,  as  soon  as  a  child  is  born,  the 
mother  would  be  immediately  exempt  from  work  registration  under  other  sec- 
tions of  H.R.  1  relating  to  mothers  of  children  under  three.  Moreover,  it  is  ex- 
tremely inefficient  to  give  the  first  available  training  slots  to  those  women  since 
the  labor  market  is  highly  restricted  for  them. 

My  amendments  also  recognize  the  limitations  on  the  ability  of  H.R.  l's  pro- 
posed manpower  program  to  accommodate  the  2.6  million  potential  work  regis- 
trants with  only  225,000  training  slots,  200,000  public  service  employment  jobs, 
and  187.000  previously  existing  WIN  slots.  H.R.  l's  directive  to  the  Secretary  of 
Labor  to  make  use  of  all  existing  manpower  programs  merely  repeats  the  lan- 
guage of  the  WIN  program.  Yet  under  AVIN  the  Secretary  was  unable  to  override 
jurisdictional  and  program  rivalries  and  remove  slots  from  existing  commit- 
ments. Under  the  President's  manpower  revenue-sharing  proposals,  the  Federal 
Government  would  not  even  have  the  power  to  reallocate  these  slots. 

Even  if  the  Labor  Department  could  free  up  all  slots  now  committed  to  other 
programs,  only  1.3  million  people,  half  of  the  potential  welfare  clientele,  could 
be  accommodated.  By  expanding  funding  for  manpower  programs  from  $540 
million  under  H.R.  1  to  $  1  billion  under  my  measure  and  by  allowing  women  with 
pre-school  children  the  option  to  register,  we  can  expand  programs  and  shrink 
the  potential  manpower  pool,  thereby  bringing  goals  and  realities  into  a  closer 
balance. 

Third.  We  must  ensure  the  availability  and  adequacy  of  local  agencies  to 
operate  manpower  programs. 

At  present,  three  kinds  of  local  delivery  systems  exist,  all  of  which  have  a 
"piece  of  the  action"  under  WIN  and  other  manpower  programs  : 

(1)  The  U.S.  Employment  Service  system  for  job  placement  and  manpower 
services ; 

(2)  The  local  welfare  offices  (to  determine  if  clients  are  eligible  for  welfare 
or  employability  development)  ;  and 

(3)  The  local  offices  of  state  vocational  education  departments  which  provide 
institutional  training  for  enrollees  in  manpower  programs. 

None  of  these  agencies  is  equipped  to  handle  the  manpower  pro-rams  of 
H.R.  1,  but  the  Department  of  Labor  appears  readv  to  assign  the  programs  to 
the  Employment  Service  for  local  implementation.  This  would  be  a  grave  mis- 
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take  and  would  give  notice  that  America's  manpower  goal  is  the  creation  of  an 
involuntary  work  force  for  certain  substandard  jobs  which  the  "free  labor" 
market  cannot  fill.  It  would  be  a  vote  of  confidence  in  a  system  which  has  be- 
come, in  the  words  of  the  Lawyers  Committee/Urban  Coalition  report,  "a  pas- 
sive accessory  to  discriminatory  employment  practices''  which  has  created  "hos- 
tility and  mistrust  and  discouragement  among  the  disadvantaged." 

My  proposals  would  give  the  Secretary  of  Labor  the  resources  and  the  man- 
date to  develop  a  nationwide  mechanism  that  can  accurately  assess  develop- 
ments in  the  labor  market  including  training  needs,  job  availability  and  other 
factors  important  fur  an  effective  employment  program.  Training  funds  would 
be  distributed  to  new  local  agencies  that  would  serve  as  advocates  for  the 
workers  rather  than  as  hiring  halls  for  the  employer. 

Specifically,  my  amendment  gives  the  new  Assistant  Secretary  of  Lab<>r 
the  power  and  money  to  design  and  implement  a  system  that  will  develop'  in- 
formation on  the  local  level  relating  to  the  workers'  needs  and  the  job  market 
situation.  This  local  operation  would  be  responsible  for  listing  jobs  available  to 
work  registrants  and  participants. 

A  strong  civil  rights  enforcement  component,  funded  with  $10  million  would 
be  included  to  prevent  discrimination  on  the  basis  of  race,  religion,  sex,  or  na- 
tional origin.  Administering  agencies  would  be  required  to  write  detailed  eqdal 
opportunity  compliance  reports  on  the  services  provided  needy  individuals  under 
this  Act,  including  information  regarding  job  referrals,  salary  levels  and  place- 
ments, and  the  nature  of  job  listings  made  available. 

My  amendments  allow  but  do  not  require,  the  Secretary  to  contract  for  com- 
ponent parts  of  the  program  with  any  entity  he  chooses  including  a  local  prime 
sponsor,  a  new  Federal  agency,  or  a  reformed  Employment  Service  office.  If  the 
Department  of  Labor  chooses  to  rely  on  a  state  or  local,  public  or  private  non- 
profit corporation  or  agency  to  carry  out  this  program,  it  may  assume  immedi- 
ate control  of  any  program  found  to  be  substantial,  terminate  local  funding,  and 
assume  direct  responsibility  for  program  administration  and  operation. 

In  developing:  and  operating  such  a  system,  the  Secretary  would  be  required 
to  consult  regularly  with  representatives  of  public  and  private  employers  and 
representatives  of  families  and  individuals  who  are  receiving  or  eligible  to  re- 
ceive manpower  services.  Priority  in  entering  into  contracts  to  provide  man- 
power training  and  services  would  be  given  to  those  agencies  that  include  the 
participation  of  needy  individuals  in  the  planning,  conduct  and  evaluation  of 
their  programs,  and  that  provide  maximum  employment  opportunities  including 
occupational  training  and  career  advancement  for  such  needy  individuals 

Fourth,  in  the  best  of  all  possible  worlds  everyone  would  have  a  job  uniquely 
suited  to  his  desires,  needs  and  skills.  While  not  everyone  will  find  such  a  job 
in  the  real  world,  H.R.  1  is  a  step  backward  from  the  goal  of  suitability  first 
enunciated  in  the  President's  original  proposal  and  most  recently  endorsed  in 
the  RibicofF-Pennett  agreement  of  December,  1070. 

I  hope  that  the  Administration  will  again  support  my  "suitability"  provisions 
which  define  a  "suitable"  job  with  reference  to  the  degree  of  risk  to  such  indi- 
vidual's health  and  safety,  his  physical  fitness  for  the  work,  his  prior  training 
and  experience,  his  prior  earnings,  the  length  of  his  unemployment,  his  realistic 
prospect  for  obtaining  work  based  on  his  potential,  and  the  availability  of 
training  opportunities,  and  the  distance  of  the  available  work  from  his  residence. 

10.  Expanded  Public  Service  Employment 

Our  economy  now  has  over  5  million  unemployed  people  who  are  unable  to 
find  work.  It  is.  therefore,  foolishness  to  expect  the  private  sector  to  be  able 
to  provide  a  sufficient  number  of  jobs  for  those  on  welfare  able  to  work.  Public 
service  jobs  of  both  a  temporary  and  permanent  nature  must  be  provided  at 
no  less  than  the  federal  minimum  wage. 

Mv  amendments  would  provide  an  authorization  of  $1.2  billion  to  create 
public  service  employment  for  300.000  welfare  recipients,  compared  to  H.R.  l's 
$800  million  for  200,000  such  jobs.  Unlike  H.R.  1,  federal  support  for  these 
jobs  will  not  be  phased  out  rapidly  unless  the  Secretary  of  Labor  determines 
that  the  specific  job  is  of  a  temporary  nature. 
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The  public  service  jobs  under  my  proposal  would  provide  meaningful  work 
in  such  fields  as  health,  social  services,  public  safety,  environmental  protection, 
urban  and  rural  development,  welfare,  recreation  and  education.  In  addition 
public  service  jobs  would  be  authorized  in  the  field  of  criminal  justice  to  provide 
critically  needed  personnel  in  fields  such  as  bail,  parole  and  probation,  cor- 
rections, half-way  houses  and  juvenile  homes. 

Where  appropriate,  public  service  jobs  would  be  required  to  provide  some 
on-the-job  training,  thereby  enabling  manpower  programs  to  accommodate  more 
individuals  in  a  shorter  period  of  time.  This  would  also  shift  the  focus  of 
manpower  programs  from  taking  the  least  skillful  workers  and  putting  them 
in  jobs  without  training  to  concentrating  on  job  upgrading  and  development. 

Even  the  funding  provided  by  my  proposal  would  provide  a  sufficient  number 
of  jobs  at  the  outset.  Therefore,  the  Secretary  of  Labor  is  required  to  report  to 
Congress  regarding  additional  funding  needs  whenever  he  determines  that  5% 
or  more  of  the  needy  persons  available  for  employment  are  without  reasonable 
prospects  of  obtaining  it  due  to  : 

(1)  A  local  shortage  of  job  openings  which  are  suitable  to  the  skills  and 
abilities  of  the  applicant ; 

(2)  Insufficient  training  or  public  service  opportunities  in  the  locality;  and 

(3)  A  lack  of  training  which  offers  a  reasonable  prospect  of  employment. 

The  Secretary  of  Labor  would  also  develop  goals  for  on-the-job  and  institu- 
tional training,  job  upgrading  and  job  development  which  would  lead  to  regular 
self-supporting  employment  for  needy  families.  He  would  be  aided  by  local  advi- 
sory committees  which  provide  for  representation  by  actual  or  potential  partici- 
pants in  the  program. 

Money  put  into  public  service  employment  will  benefit  our  nation  in  many  ways. 
It  will  provide  meaningful  work  at  adequate  wages  for  the  needy,  thereby  ending 
the  cycle  of  welfare  dependence,  give  fiscal  relief  to  cities  and  states  through 
funding  of  state  and  local  public  service  employment,  and  attack  the  social  and 
environmental  problems  which  are  plaguing  this  nation. 

11.  Expanded  and  Improved  Day  Care  Service 

In  August  of  1069  President  Nixon  announced  in  his  welfare  message  that : 

"The  child  care  I  propose  is  more  than  custodial.  This  Administration  is  com- 
mitted to  a  new  emphasis  on  child  development  in  the  first  five  years  of  life.  The 
day  care  that  would  be  part  of  this  plan  would  be  of  a  quality  that  will  help  in 
the  development  of  the  child  and  provide  for  its  health  and  safety,  and  would 
break  the  poverty  cycle  for  this  new  generation." 

Nonetheless,  H.R.  1  provides  only  $700,000,000  for  an  estimated  875,000  slots. 
These  slots  will  not  even  begin  to  provide  child  care  services  for  the  2.3  million 
AFDC  children  under  the  age  of  six  (some  of  whom  are  under  age  3  and  not  in 
need  of  day  care  under  H.R.  1),  the  2.9  million  AFDC  children  between  ages  6 
and  12,  and  the  1.9  million  AFDC  children  over  age  12. 

Moreover,  the  funds  for  the  relatively  few  slots  provided  are  inadequate  for 
anything  but  the  most  remedial  custodial  day  care.  The  average  amount  allocated 
for  each  slot  is  $800.  Yet,  HEW's  Office  of  Child  Development  has  estimated  that 
the  cost  of  group  child  care  in  a  day  care  center  for  children  aged  three  to  six 
(whose  parents  would  have  to  register  for  work  under  H.R.  1)  would  be  $1245 
at  the  "minimal"  custodial  level,  $1862  at  the  "acceptable"  level  and  $2320  at  the 

H.R.  1  also  provides  only  $50  million  for  construction  of  day  care  centers,  even 
though  facilities  are  in  such  shortage  that  if  every  slot  in  every  licensed  day  care 
facility  and  family  day  care  home  in  the  United  States  (638.000  places  in  13.600 
centers  and  32,700  family  day  care  homes)  were  reserved  for  an  AFDC  child 
between  the  ages  of  three  and  six.  there  would  be  in  excess  of  one  million  AFDC 
children  in  that  age  group  alone  left  over. 

The  President's  commitment  to  early  childhood  development  cannot  be  carried 
out  with  words  alone.  Clearly  it  is  necessary  to  bring  existing  facilities  into  bal- 
ance with  the  potential  size  of  the  day  care  clientele.  This  can  be  accomplished 
by  expanding  and  enhancing  day  care  programs  and  by  shrinking  the  number  of 
mandatory  eligibles  for  work  and  training  registration  Who  will  need  day  care. 
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The  following  chart  describes  the  Federal  Government's  present   day   care 
programs : 

FEDERAL  INVOLVEMENT  IN  DAY  CARE,  FISCAL  YEAR  1971 
[Includes  part  day  and  summer] 

Total 

estimated  Estimate 

Federal  number  of 

expenditures  children 

for  child  in  child 

Program                                                                                                                             care  care 

Title  IV-A.  Social  Security  Act (non-WIN) - — -  $205,199,000  197,479 

Title  IV-A,  Social  Security  Act  (WIN) . - - ..      38,000,000  117,162 

Title  IV-B,  Social  Security  Act  (Child  welfare  services) 1,900,000  20,000 

Title  I,  Economic  Opportunity  Act  (Concentrated  employment  program) 7,500,000  9,500 

Title  ll-B,  Economic  Opportunity  Act  (Project  Head  Start): 

Fullvear                                                                          ---- --    360,000,000  263,000 

summer;;;:::::;:;:::::::::::::.: - -.  209,000 

Parent  and  child  centers 6,600 

Title  lll-B,  Economic  Opportunity  Act  (migrant  and  seasonal  farmworkers)... 1,400,000  2,000 

Total - 613,999,000  824,741 


Note:  Does  not  include  $59,400,000  spent  for  title  IV-A,  SSA,  income  disregard. 

The  amendment  I  propose,  based  on  the  Child  Care  Corporation  concept  devel- 
oped by  the  distinguished  Senator  from  Louisiana  (Mr.  Long),  accomplishes 
both  tasks,  shrinking  the  potential  clientele  by  making  registration  optional  for 
mothers  with  preschool  children  and  expanding  programs  by  providing  the 
widest  possible  variety  and  maximum  utilization  of  existing  day  care  services 
to  meet  the  specific  desires  and  needs  of  day  care  users. 

My  amendment  provides  $1.5  billion  in  Federal  revenues  for  the  Child  Care 
Corporation  in  addition  to  the  $500  million  in  repayable  Treasury  loans  and 
$250  million  revenue  bond  authority  provided  by  Senator  Long's  proposal.  My 
bill  would  also  increase  the  construction  authorization  of  H.R.  1  from  $50  to 
$100  million.  Up  to  $25  million  would  be  used  for  training  child  care  personnel. 

This  proposal  modifies  the  proposal  of  the  Senator  from  Louisiana  by  pro- 
viding a  stronger  local  voice  in  the  development  and  operation  of  day  care 
services,  strengthening  Federal  standards,  increasing  funding  levels  and  paying 
all  of  the  costs  of  child  care  for  a  period  following  employment. 

My  day  care  proposal  would  amend  both  the  Internal  Revenue  Code  and  the 
Social  Security  Act  within  the  purpose  of  encouraging  and  facilitating  the  pro- 
vision of  child  care  services. 

The  Internal  Revenue  Code  would  be  amended  to  increase  the  amount  of 
child  care  expenses  allowable  as  a  deduction  for  Federal  income  tax  purposes, 
and  to  increase  the  amount  of  income  a  family  may  have  and  still  be  eligible 
for  the  child  care  tax  deduction.  The  limit  on  the  deduction  would  be  increased 
from  $600  to  $1000  in  the  case  of  one  child,  and  from  $900  to  $1500  if  there 
is  more  than  one  child.  The  limitation  on  family  income  would  be  increased 
from  $6000  to  $12,000. 

The  Federal  Child  Care  Corporation  established  by  my  amendments  would 
be  headed  by  a  Board  of  Directors,  consisting  of  five  members,  at  least  two  of 
whom  would  represent  participant  and  community  interests,  to  be  appointed 
by  the  President,  by  and  with  the  advice  and  consent  of  tbe  Senate.  One  mem- 
ber of  the  Board  would  be  designated  as  Chairman  of  the  Board.  The  Board 
would  establish  an  Office  of  Program  Evaluation  and  Auditing  to  assure  that 
standards  established  under  the  bill  for  services  and  facilities  are  met,  and 
that  funds  are  properly  used. 

Rigid  monitoring  of  standards  will  take  place.  While  my  proposal  will  allow 
private  organizations  to  participate  in  the  provision  of  day  care,  these  groups 
will  be  watched  closely  to  see  that  quality  is  not  sacrificed  for  profit.  The 
penalty  for  providing  false  information  in  order  to  qualfiy  and  requalify  would 
be  expanded  to  include  a  two-year  ineligibility  period  following  conviction. 
After  two  years,  the  .iudicially  reviewable  corporation  could  make  a  determi- 
nation as  to  the  desirability  of  allowing  the  convicted  party  to  resume  opera- 
tion under  the  Corporation. 
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The  Corporation  could  not  provide  or  arrange  for  the  provision  of  child  care 
in  any  facility  which  did  not  meet  standards  no  less  strict  than  the  Federal 
Interagency  Day  Care  Requirements  of  1968  updated  by  July  1,  1974  and  im- 
proved to  include  the  Recommendations  of  the  Federal  Panel  on  Early  Child- 
hood  by  no  later  than  July  1,  1976.  The  Panel  would  be  required  to  develop  its 
Recommendations  no  later  than  January  1,  1976.  The  Corporation  would  develop 
supplemental  uniform  Federal  standards  where  necessary.  All  standards  would 
fully  preempt  existing  state  and  local  standards,  except  that  hearings  would  be 
held  with  regard  to  corporation  standards  considered  a  state,  locality,  group, 
or  responsible  individual  to  be  less  protective  of  the  welfare  of  children  than 
those  which  would  otherwise  be  imposed. 

The  duty  of  the  Corporation  would  be  to  fully  meet  the  needs  of  the  Nation 
for  child  care  services  by  1976.  The  Corporation  would,  through  utilization  of 
existing  or  new  facilities,  ensure  the  provision  of  child  care  services  in  the 
communities  of  each  state. 

Child  care  services  are  defined  in  the  bill  to  cover  a  variety  of  services  in  such 
facilities  as  nursery  schools,  kindergartens,  child  development  centers,  play 
group  facilities,  summer  day  care  facilities,  school  age  child  care  centers,  family 
day  care  homes,  night  care  facilities  and  others. 

No  fees  would  be  charged  to  those  registered  for  work  training  or  for  a  year 
following  commencement  of  full-time  employment.  After  this  period  the  Corpo- 
ration would  charge  a  fee  based  on  family  size  and  income  for  services  provided, 
all  or  part  of  which  could  be  paid  by  any  person  or  public  agency  agreeing  to 
pay.  Fee  schedules  would  be  designed  to  encourage  utilization  of  the  most  com- 
prehensive form  of  day  care  services. 

In  providing  services,  the  Corporation  would  be  required  to  accord  first 
priority  to  those  who  are  in  need  of  services  to  enable  a  member  of  the  family 
to  accept  or  continue  in  employment  or  participate  in  training. 

To  assure  a  strong  local  voice,  all  day  care  programs  would  have  to  provide 
for  development,  administration,  operation  and  review  by  a  membership  with 
at  least  25%  of  its  participants  being  parents  whose  children  are  presently  in  or 
have  in  the  preceding  five  years  been  enrolled  in  a  day  care  program. 

My  proposal  would  allow  up  to  25%  of  the  enrollment  in  any  child  care  pro- 
gram to  be  composed  of  children  of  parents  other  than  those  who  qualify  for 
federal  benefits.  Studies  have  shown  that  a  socio-economic  and  racial  mix  of 
children  provides  a  better  atmosphere  for  development  of  all  children  concerned. 

In  providing  services  within  a  community  the  Corporation  would  be  required  to 
take  into  account  any  comprehensive  planning  for  child  care  which  has  been  done 
and  would  be  generally  restricted  in  the  direct  operation  of  programs  to  situa- 
tions in  which  public  or  private  agencies  are  unable  to  develop  adequate  child 
care.  The  Corporation  would  also  have  authority  to  provide  advice  and  technical 
assistance  to  persons  desiring  to  enter  into  an  agreement  for  the  provision  of 
services  to  assist  them  in  developing  their  capability  to  provide  services. 

A  National  Advisory  Council  on  Child  Care  would  be  created  and  expanded 
to  include  the  Director  of  the  Office  of  Economic  Opportunity,  and  broadened 
to  eliminate  the  requirement  that  only  one  member  of  an  assistance  recipient 
organization  can  serve. 

12.  Elimination  of  State  Residency  Requirements 

My  amendments  eliminate  H.R.  l's  residency  requirements.  The  Supreme  Court 
has  consistently  held  such  requirements  to  be  unconstitutional.  The  Court  this 
month  reaffirmed  an  earlier  case  which  found  residency  requirements  uncon- 
stitutional restrictions  on  the  right  to  travel  and  a  violation  of  the  Equal  Pro- 
tection Clause.  The  Supreme  Court  found  such  requirements  to  be  "invidious 
distinctions"  between  classes  of  citizens  which  cannot  be  justified  even  for  the 
purpose  of  state  welfare  cost  savings. 

From  a  practical  standpoint  such  restrictions  have  little  effect  on  welfare 
rolls  or  costs.  A  recent  study  in  New  York  indicated  that  the  vast  majority  of 
people  who  go  on  welfare  do  so  only  after  several  years  of  working  at  menial 
jobs  or  of  living  in  crowded  apartments  of  friends  and  relatives  who  have  jobs. 
In  fact,  of  New  York  State's  1.7  million  public  assistance  recipients  as  of  January, 
1971,  only  11,000  (mostly  children),  or  less  than  1%  had  gone  on  welfare  after 
living  in  the  state  for  less  than  a  year. 
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13.  Administrative  Procedures  and  Recipients'  Rights 

Existing  HEW  regulations  governing  administrative  procedures  are  generally 
comprehensive  and  fair.  Some  provisions  in  H.ll.  1  would  unnecessarily  alter 
these  regulations  to  the  detriment  of  the  needy  or  add  needless  restrictions. 

My  amendments  would  remedy  this  situation  as  follows  : 

a.  Termination  of  benefits 

H.R.  1  would  terminate  benefits  automatically  unless  a  family  submitted  a 
report  within  30  days  after  the  close  of  any  quarter  during  which  it  received 
benefits,  containing  any  information  on  income  and  expenses  necessary  for  de- 
termining what  the  correct  amount  of  benefits  should  have  been.  In  view  of 
Goldberg  v.  Kelly  (397  U.S.  254  (1970))  which  invalidated  arbitrary  termina- 
tions of  payments  without  hearings,  the  automatic  cut-off  provisions  of  H.R.  1 
rest  on  tenuous  constitutional  ground.  As  Goldberg  pointed  out : 

"To  cut  off  a  welfare  recipient  in  the  face  of  .  .  .  "brutal  need'  without  a  prior 
hearing  of  some  sort  is  unconscionable,  unless  overwhelming  considerations  jus- 
tify it  .  .  .  Against  the  unjustified  desire  to  protect  public  funds  must  be  weighed 
the  individual's  overpowering  need  .  .  .  not  to  be  wrongfully  deprived  of 
assistance." 

Since  40%  of  all  disputed  welfare  administrative  payment  determinations  are 
reversed  after  hearings,  the  onus  of  administrative  mistake,  when  it  manifests 
itself  as  a  wrongful  eligibility  determination,  should  not  fall  on  eligible  but 
wrongfully  rejected  applicants  who  may  literally  starve  while  awaiting  a  hearing. 

I  will  therefore  reinsert  the  Administration's  original  language  for  H.R.  1, 
which  assured  continued  welfare  payments  while  hearings  were  held  to  settle 
disputed  claims.  Such  a  change  would  protect:  legitimate  recipients  from  the 
disaster  of  a  total  cut-off  while  allowing  the  Secretary  of  Health,  Education,  and 
Welfare  to  use  his  power  to  bar  patently  frivolous  claims. 

b.  Written  opinions  required 

My  amendments  would  require  that  a  written  opinion  detailing  the  reasons 
for  a  hearing  be  submitted  promptly  to  the  claimant.  Recipients,  whose  very 
lives  may  be  at  stake,  should  not  be  subject  to  the  whim  or  caprice  of  an  im- 
personal administrative  bureaucracy.  All  rights  and  responsibilities  of  welfare 
recipients  should  be  clear  and  justifiable. 

c.  Right  to  counsel 

Every  claimant  would  be  assured  of  the  right  to  counsel  of  his  own  choosing 
by  my  amendments,  assuring  recipients  that  they  could  rely  on  the  increasing 
number  of  welfare  "lay  advocates" — non-lawyers  who  have  specialized  in  both 
the  legalities  and  practice  of  welfare  law.  These  people  serve  without  charge  and 
have  enabled  many  recipients  to  cope  with  the  bureaucratic  welfare  maze  on  a 
more  equitable  basis. 

The  broad  language  of  H.R.  1  limiting  representation  in  welfare  hearings  to 
those  who  possess  certain  undefinable  qualities  of  character  and  reputation  may 
easily  be  used  to  prevent  participation  in  the  hearing  process  by  members  of 
groups  organized  to  aid  welfare  recipients. 

d.  Standards  for  hearing  examiners 

H.R.  l's  provision  waiving  standards  for  welfare  hearing  examiners  would  be 
eliminated  under  my  amendments.  There  is  no  reason  why  such  an  examiner 
should  not  be  as  qualified  as  any  other  examiner. 

e.  Income  reporting 

Under  the  plan  proposed  by  the  President  in  his  original  Family  Assistance  Plan 
and  adopted  by  the  House  in  April  of  1970  an  equitable  system  of  determining 
eligibility  and  payment  levels  would  have  been  established.  The  basis  for  welfare 
payments  would  have  been  the  estimate  the  Secretary  of  Health,  Education  and 
Welfare  made  of  the  income  a  family  would  have  during  each  quarter.  For  future 
payments,  this  estimate  could  be  redetermined  as  the  Secretary  became  aware  of 
changed  circumstances. 

My  amendment  will  reinsert  the  President's  original  language.  There  will  re- 
main an  obligation  on  the  part  of  the  welfare  recipient  to  report  changes  in  circum- 
stances affecting  need  and  eligibility  in  any  event,  thereby  making  H.R.  l's  man- 
datory quarterly  reports  of  income  superfluous. 


25 

The  harsh  $25,  $50  and  $100  penalty  provision  for  failure  to  file  income  reports 
would  also  be  stricken  from  the  bill  under  my  amendments.  The  provision  is  indis- 
criminate since  penalties  apply  for  failure  to  file  even  in  cases  where  a  failure 
to  furnish  information  results  in  receipt  of  lower  benefits  than  a  family  is 
entitled  to. 

/.  Reregistration  for  benefits 

H.R.  1  requires  recipients  to  reregister  every  two  years  to  allow  HEW  to  review 
and  study  the  problems  of  the  long-term  poor.  My  amendments  would  place  the 
burden  on  the  Secretary  to  take  the  time  to  select  these  cases  for  study  rather 
than  on  the  recipients. 

g.  Stepparent  liability 

My  proposal  would  eliminate  H.R.  l's  provision  which  makes  stepparents  of 
FAP  children  liable  for  support  payments,  apparently  under  the  assumption  that 
the  stepparents'  income  is  available  to  the  entire  family.  This  will  only  encourage 
stepparents  to  leave  home  to  enable  the  family  to  receive  benefits.  This  regressive 
provision  encourages  family  dissolution  and  in  reality  leaves  the  mother  to  pro- 
vide for  the  family  by  herself. 

HEW's  regulations  now  require  that  nonavailable  income  of  a  household  not 
be  attributed  to  a  family  unless  that  person  is  liable  under  a  state  law  of  general 
applicability  for  the  support  of  someone  in  the  family.  My  proposal  would  follow 
the  HEW  regulation  and  eliminate  the  legal  fiction,  held  unconstitutional  in  1970 
by  the  Supreme  Court  in  Lewis  v.  Martin  (397  U.S.  552),  that  the  income  of  a 
stepfather  or  "man  assuming  the  role  of  spouse"  was  available  to  the  entire 
family.  Under  current  law  in  all  but  one  state  a  stepfather  need  not  support  his 
wife's  children  unless  he  adopts  them.  A  harsher  rule  will  act  as  a  disincentive 
to  marriage  and  family  stability.  Nothing  more  should  be  done  to  undermine  the 
social  structure  of  this  society. 

h.  Income  calculation 

One  of  the  little  known  but  inequitable  provisions  in  H.R.  1  concerns  the  method 
for  determining  the  amount  of  benefits.  Under  the  current  Social  Security  Act, 
payments  are  to  be  based  upon  current  needs.  This  has  been  interpreted  in  present 
HEW  regulations  to  mean  that  in  determining  benefit  levels  and  the  level  of 
family  income  "only  such  income  as  is  actually  available  for  current  use  on  a 
regular  basis  will  be  considered,  and  only  currently  available  resources  will  be 
considered." 

Unfortunately,  H.R.  1  budgets  for  families  are  not  computed  according  to 
current  need.  They  are  computed  on  a  quarterly  basis  and  any  income,  in  excess 
of  exempt  income,  received  during  the  previous  three  quarters  is  to  be  deducted 
from  benefits  due  for  the  current  quarter.  This  means  that  upon  becoming  eligible 
for  assistance,  a  family  will  be  presumed  to  have  saved  all  income  for  the  past 
nine  months  in  excess  of  payment  levels,  in  anticipation  of  entitlement  for  bene- 
fits. A  family  thrown  out  of  work  will  thus  have  to  wait  up  to  nine  months 
before  it  becomes  eligible  for  any  payment,  regardless  of  ability  to  meet  current 
needs. 

Other  versions  of  the  Family  Assistance  Plan  intended  income  to  be  based 
on  current  quaterly  needs  with  Secretarial  discretion  to  reallocate  income  by 
period  in  order  to  provide  a  more  equitable  method  of  accounting.  My  amend- 
ment will  restore  the  original  language  of  FAP. 

i.  Simplified  eligibility  declaration 

My  amendments  will  provide  for  a  simplified  declaration  process  of  need  to 
determine  initial  eligibility.  Welfare  fraud  is  present  for  less  than  1%  of  all 
recipients,  a  figure  commensurate  with  white  collar  crime.  Furthermore,  HEW 
studies  have  demonstrated  that  the  amounts  saved  by  a  simple  declaration  proc- 
ess far  exceed  any  monies  disbursed  to  ineligible  recipients. 

A  simplified  declaration  does  not  mean  there  will  be  no  checks  on  eligibility. 
The  new  procedure  uses  a  simple,  objective  form  to  be  filled  out  by  the  applicant 
which  is  used  by  the  agency  to  determine  initial  or  continuing  assistance  eligi- 
bility. This  replaces  the  detailed,  time-consuming  caseworker  study  of  each  in- 
dividual situation  that  was  formerly  used.  These  inquiries  often  entailed  col- 
lateral investigations  involving  cases  not  related  to  the  financial  situation  of  the 
applicant  and  the  need  for  a  money  payment.  Just  as  is  the  case  with  federal 
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tax  returns,  applications  will  be  selected  for  audit  to  assure  compliance  with  all 
the  regulations  for  eligibility. 

The  simplified  declaration  is  not  a  new  idea.  Several  states  have  a  simplified 
method  for  all  public  assistance  programs  and  the  evidence,  according  to  the 
Public  Welfare  Reporting  Center  of  the  National  Study  Service,  is  that  the 
systems,  properly  developed,  work  well  and  meet  the  objectives  of  simplicity,  effi- 
ciency and  economy  and  full  respect  for  the  rights  and  dignity  of  applicant's  for 
assistance. 

The  Federal  Government  has  also  already  experienced  success  with  a  simpli- 
fied declaration  method,  first  when  Medicaid  was  expanded  by  many  states  to 
include  the  "medically  indigent"  and  secondly  in  the  requirement  of'its  u:-e  for 
services  provided  under  the  Work  Experience  and  Training  Program  under  Title 
V  of  the  Economic  Opportunity  Act 

j.  Inclusion  of  migrant  workers 
A  family  is  defined  in  H.R.  1  as  two  or  more  related  persons  living  together 
in  a  place  maintained  by  one  as  his  or  her  home,  who  are  U.S.  residents  and  one  of 
whom  is  a  citizen  or  permanent  resident  alien.  The  definition  "maintained  as  a 
home"  is  expanded  and  clarified  under  my  amendments  to  assure  that  migrants 
and  others  of  unfixed  domicile  are  not  excluded  under  a  rigid  interpretation  of 
this  section. 

k.  Coverage  for  poor  students 

Another  arbitrary  definition  absolutely  excludes  any  family  whose  head  is  an 
undergraduate  or  graduate  student  "regularly  attending  a  college  or  university." 
This  arbitrarily  prevents  any  recipient  from  pursuing  a  higher  education,  even 
though  within  a  brief  period  his  or  her  earnings  potential  would  rise  far  above 
dependency  levels. 

Denying  this  segment  of  the  population  assistance  for  a  period  which  is  cer- 
tain to  be  of  short  duration  serves  no  purpose  and  may  prevent  an  individual 
from  completing  the  education  necessary  to  compete  successfully  in  American 
society.  The  exclusion  would  even  exclude  from  eligibility  a  family  head  who 
might  be  working  or  willing  to  work  full-time  and  study  part-time,  at  his  own 
expense,  on  a  scholarship,  or  even  at  a  free  public  institution. 

Current  aid  programs  do  not  preclude  college  attendance.  Under  the  WIN 
program,  for  example,  recipients  can  regularly  attend  college  under  an  adminis- 
trative determination  that  this  is  the  best  "employability"  plan  for  them.  To  as- 
sure that  assistance  is  based  exclusively  on  need,  my  amendments  would  elimi- 
nate this  arbitrary  exclusion. 

I.  Uniform  assistance  for  all  needy  Americans 
Additional  provisions  I  am  introducing  make  FAP  eligibility  and  reporting 
requirements  more  akin  to  adult  category  guidelines.  The  Secretary  of  Health. 
Education  and  Welfare  will  be  required  to  develop  a  single,  uniform  and  simple 
eligibility  determination  for  all  public  assistance  recipients,  whether  in  the 
"adult"  or  "family"  category.  His  report  and  recommendations  will  be  sent  to 
Congress  no  later  than  January  1,  1974. 

lJf.  Elimination  of  Discriminatory  Provisions  Against  Puerto  Rico  and  Other 
U.S.  Possessions 

Under  H.R.  1  grants  to  welfare  recipients  in  Puerto  Rico,  the  Virgin  Islands 
and  Guam  are  substantially  lower  than  in  the  rest  of  the  United  States.  Pay- 
ments are  only  required  to  bear  the  same  ratio  to  FAP  as  the  ratio  of  per 
capita  income  of  these  insular  entities  bears  to  the  lowest  state  per  capita  in- 
come. For  example,  if  per  capita  income  in  these  territories  is  three-fifths  of 
Mississippi  (lowest  in  state  per  capita  income),  welfare  payments  would  be 
three-fifths  of  $2400  for  a  family  of  four,  or  $1440. 

Ironically,  the  cost  of  living  in  these  territories  is  higher  than  in  most  parts 
of  the  U.S.  Living  costs  in  the  Virgin  Islands  are  20  to  25%  higher  than  in 
D.C.  and  in  Guam  they  are  18%  higher. 

The  average  annual  per  capita  personal  income  in  Puerto  Rico  is  only  one- 
half  that  of  Mississippi,  the  poorest  of  the  50  states,  but  Puerto  Rico's  cost 
of  living  is  at  least  10%  higher  than  in  the  United  States.  While  H.R.  1  gen- 
erally attempts  to  equalize  welfare  payments  between  the  states,  these  onerous 
provisions  for  territories  in  effect  mean  that  the  greater  the  poverty,  the  less 
we  will  do. 
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The  argument  that  higher  levels  of  assistance  would  put  a  majority  of  the 
territorial  populations  on  welfare  and  cause  a  "regional  dislocation  of  the 
economy"  is  frequently  used  to  justify  special  treatment  of  an  island  such  as 
Puerto  Rico.  "Regional  economies"  and  avoidance  of  disruption  of  the  economic 
system  mean  little  to  the  Puerto  Rican  family  of  six  headed  by  an  incapacitated 
father  receiving  $67.60  per  month  plus  $1.25  per  child  and  some  food  supple- 
ments or  to  the  female-headed  family  of  four  receiving  $46.20  per  month,  $1.25 
per  child  and  some  food  supplements. 

Equitable  welfare  reform  means  providing  assistance  based  on  need,  not 
on  a  tradition  of  living  in  tropical  squalor.  My  legislation  will  allow  the  U.S. 
possessions  to  participate  in  America's  welfare  system  on  the  same  basis  as  the 
50  states. 

15.  Protection  of  Employee  Rights 

This  amendment  would  protect  accrued  rights  of  state  and  local  government 
employees  and  aid  them  in  obtaining  employment.  While  this  amendment  does 
not  freeze  every  welfare  worker  in  to  the  new  welfare  system,  it  provides  pro- 
tection for  the  accrued  rights  of  workers  "federalized"  under  the  Family  Assis- 
tance Plan  and  assistance  in  obtaining  new  training  and  employment  for  those 
who  do  not  continue  employment  under  this  legislation. 

As  the  Federal  Government  assumes  responsibility  for  the  welfare  system  in 
America,  it  must  be  careful  not  to  create  a  situation  in  which  the  administrators 
of  the  old  welfare  system  become  potential  recipients  under  the  new  system.  At 
least  90,000  public  employees  who  presently  perform  the  administrative  func- 
tions under  the  current  welfare  system  must  be  protected. 

My  proposal  would  provide  protection  of  collective  bargaining  rights,  salary 
levels,  pension  rights,  seniority  rights,  credits  for  annual  leave,  and  other  terms 
and  conditions  of  employment  for  those  employees  transferred  to  the  Federal 
program. 

Such  protection  has  traditionally  been  provided  by  Congress,  most  recently 
in  the  Rail  Passenger  Service  Act  of  1970  which  guaranteed  employees'  rights 
under  the  newly  created  AMTRAK  Rail  System.  Broad  protection  of  employees' 
rights  and  benefits  was  also  assured  in  the  1964  Urban  Mass  Transit  Act. 

Inevitably,  a  reformed  welfare  system  will  need  fewer  employees  to  administer 
it.  For  those  employees  who  are  not  "federalized"  my  amendment  will  assure 
employment  by  the  Federal  or  State  Government  and  pay  for  funds  for  the 
training  necessary  to  carry  out  this  purpose. 

The  Chairman.  Senator  Bennett  ? 

Opening  Statement  of  Senator  Bennett 

Senator  Bennett.  Mr.  Chairman,  I  have  listened  to  these  state- 
ments with  a  great  deal  of  interest  and  I  can  ally  myself  to  a  certain 
extent  with  both  of  them.  I  think  this  committee  has  a  fundamental 
responsibility  to  face  the  problems  that  have  been  described  and  we 
have  a  moral  responsibility  to  provide  opportunity  and  the  necessary 
skills  if  they  are  involved  to  make  it  possible  for  many  of  these  people 
now  on  welfare  to  work  for  their  own  support. 

We  are  also  going  to  focus  much  of  our  attention — most  of  it,  per- 
haps— on  the  family  assistance  program  and  we  need  to  remember 
that  one  of  the  objectives,  maybe  one  of  the  most  fundamental  objec- 
tives, of  that  program  is  the  betterment  of  life  for  the  children  who 
are  caught  in  that  situation.  So  we  must  be  concerned  with  programs 
which  will,  to  the  greatest  extent  possible,  give  these  children  an  oppor- 
tunity to  work  out  of  the  subculture  in  which  they  find  themselves  and 
not  carry  their  own  children  back  into  it,  as  some  of  their  parents  have 
done,  either  willingly  or  have  been  forced  to  do. 

Now,  I  think  most  of  us  agree  that  the  present  welfare  system  is 
bad.  It  is  bad  for  the  people  on  welfare  because  it  tends  to  keep  them 
on  the  rolls  indefinitely  instead  of  offering  them  a  chance  and  help 
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to  work  their  way  toward  self-support.  And  many  of  these  people, 
for  them  it  is  apparent  that  welfare  has  become  a  way  of  life.  But 
the  system  is  also  unfair  to  millions  of  families  whose  earnings  are 
also  low,  in  many  eases  even  lower  than  the  welfare  payments  they 
might  get,  but  who  are  not  eligible  for  any  help  because  someone  in 
the  family  is  working.  These  working  people,  some  of  whom  are  tax- 
payers, see  increasing  amounts  of  money  going  to  the  people  on  wel- 
fare who  are  locked  into  dependence  instead  of  working  to  help  them- 
selves. Small  wonder  that  taxpayers  are  bitter,  and  I  think  that  to 
many  low-income  people  who  work  and  pay  their  taxes,  it  looks  as 
though  people  idle  on  welfare  have  it  much  better  than  they  do. 

Not  only  is  the  system  hurting  the  people,  but  the  States  are  suffer- 
ing as  well.  We  hear  of  mounting  costs  of  welfare  programs  to  the 
States  and  these  costs  are  bad.  Many  States  are  in  serious  financial 
difficulties,  to  which  they  can  see  no  end  unless  the  Federal  Govern- 
ment can  find  some  way  of  helping  them.  And  most  of  the  rest  are 
looking  forward  to  similar  money  problems  in  the  immediate  future. 

An  equal  problem  for  us  in  Congress  is  this  question  of  Federal  costs. 
Under  the  present  welfare  system,  the  Federal  Government  pays  ap- 
proximately 50  percent  of  the  total  costs,  but  has  almost  no  control 
over  how  those  costs  are  spent.  Under  the  law,  a  State  can  spend  any 
amount  it  chooses  on  its  welfare  program.  Some  States  are  so  poor  that 
they  pay  less  than  half  of  what  the  family  needs  to  live  on.  For  in- 
stance, for  a  family  of  four  in  one  of  the  poor  States,  the  standard  is 
$232,  but  the  State  only  pays  $60. 

On  the  other  hand,  if  a  State  has  money  enough  to  pay  its  share  of 
the  welfare  costs,  it  can  force  the  Federal  Government  up  to  any  height 
it  selects  and  thus  raid  the  Federal  Treasury  for  any  amount  it  chooses. 
The  Federal  Government  can  no  more  control  such  expensive  costs 
than  it  can  influence  the  increased  payments  that  are  too  small  for  the 
truly  needy.  Whatever  the  amount  set  by  the  State,  we  must  at  least 
pay  half  the  bill. 

We  have  seen  many  suggestions  for  change,  especially  during  the  last 
10  years.  In  1969,  the  President's  Commission  recommended  many  of 
the  remedies  that  are  incorporated  in  the  present  bill.  And  since  then, 
there  has  been  mounting  support  for  these  recommendations. 

The  chairman  made  a  very  strong  statement  this  morning  about  his 
determination  to  get  as  many  of  these  people  as  possible  at  work,  and 
I  join  many  in  that.  T  think  we  can  develop  a  system  to  make  that 
possible  inside  the  framework  of  the  present  bill.  And  I  am  certainly 
going  to  work.  Mr.  Chairman,  to  that  end. 

I  share  his  concern  and  his  feeling  of,  maybe,  frustration  at  the 
ability  of  Congress  to  get  at  some  of  these  problems.  But  under  the  way 
the  Senate  Finance  Committee  has  to  operate,  we  must  wait  until  the 
House  sends  us  a  bill  and  provides  us  a  vehicle.  They  have  sent  us  a 
bill.  Now  I  think  we  can  solve  as  many  of  these  problems  as  we  are 
capable  of  solving  inside  that  vehicle,  rather  than  scrapping  it  and 
starting  over  again. 

Since  my  election  to  the  Senate  20  years  ago,  I  cannot  remember 
another  piece  of  legislation  whose  time  had  so  definitely  come.  I  be- 
lieve there  is  almost  complete  agreement  that  we  must  have  a  drastic 
change  in  our  welfare  system  and  to  have  it  soon  as  possible.  As  I  have 
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said,  I  think  we  can  certainly  work  inside  the  framework  of  this  bill 
to  improve  the  system  and  solve  our  problems,  but  to  me,  to  oppose  it 
in  total  is  unthinkable.  That's  in  effect  supporting  the  present  system 
which  all  of  us,  I  think,  are  finding  unworkable  and  unacceptable. 

Mr.  Secretary,  before  you  begin  your  testimony,  I  would  like  to 
express  my  appreciation  of  the  excellent  staff  resources  your  Depart- 
ment has  made  available  to  us  and  our  staff  and  on  the  theory  that 
gratitude  is  a  lively  sense  of  favors  still  to  come,  I  would  like  to  ex- 
press my  gratitude  for  the  assistance  we  are  going  to  receive  as  we  work 
on  the  details  of  this  bill  in  the  weeks  ahead.  And  I  would  like  to  ex- 
press special  appreciation  to  you  personally  for  your  willingness  to 
work  with  the  committee  and  your  helpfulness  in  our  efforts  to  improve 
and  strengthen  this  bill.  I  think  working  together,  the  Department  and 
the  committee  can  turn  out  a  bill  which  will  come  fairly  close  to  the 
objectives  the  chairman  has  stated  and  those  that  Senator  Ribicoff  has 
stated. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Are  there  any  further  statements  the  Senators  care 
to  make  at  this  point? 

I  am  pleased  to  recognize  Senator  Chiles  is  also  with  us. 

Senator,  we  are  pleased  you  are  interested  in  this  measure. 

Mr.  Secretary,  now  that  we  have  gotten  off  our  chests  what  we 
wished  to  say  for  beginners,  we  are  ready  to  hear  what  you  have  to  say 
in  its  entirety,  and  I  would  urge  the  Senators  not  to  interrupt  you  until 
you  have  finished  your  statement. 

STATEMENT  OF  HON.  ELLIOT  L.  RICHARDSON,  SECRETARY  OF 
HEALTH,  EDUCATION,  AND  WELFARE;  ACCOMPANIED  BY  HON. 
JOHN  G.  VENEMAN,  UNDER  SECRETARY :  HON.  ROBERT  M.  BALL, 
COMMISSIONER,  SOCIAL  SECURITY  ADMINISTRATION;  HON. 
HOWARD  NEWMAN,  COMMISSIONER,  MEDICAL  SERVICES  ADMIN- 
ISTRATION; AND  HON.  STEPHEN  EURZMAN,  ASSISTANT  SECRE- 
TARY (LEGISLATION) 

Secretary  Richardson.  Thank  you  very  much,  Mr.  Chairman  and 
members  of  the  committee. 

I  am  accompanied  this  morning  by  Mr.  Howard  Newman  on  my 
extreme  left,  the  Commissioner  of  the  Medical  Services  Administra- 
tion; our  new  Assistant  Secretary  for  Legislation  on  my  immediate 
left,  Mr.  Stephen  Kurzman;  on  my  immediate  right,  the  Under  Sec- 
retary, Mr.  Veneman,  who,  of  course,  is  well-known  to  this  commit- 
tee and  who  has  been  working  on  this  legislation  from  its  inception 
and  through  all  its  committee  consideration;  and,  of  course,  well- 
known  to  you,  on  my  further  right  is  the  Commissioner  of  Social 
Security,  Mr.  Robert  M.  Ball. 

Today,  Mr.  Chairman  and  members  of  the  committee,  this  distin- 
guished committee  begins  hearings  on  H.R.  1.  a  bill  which  the  Presi- 
dent has  called  "*  *  *  the  single,  most  significant  piece  of  social  legis- 
lation to  be  considered  by  the  Congress  in  decades."  I  certainly  join 
with  the  distinguished  Senator  from  Utah,  the  ranking  Republican, 
with  the  conviction  that  this  is  indeed  a  bill  whose  time  has  come. 
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Certainly,  at  least,  it  is  true  that  its  enactment  is  urgent  from  the  point 
of  view  not  only  of  all  those  who  are  now  on  the  welfare  rolls,  but  of 
the  States,  local  governments,  and  taxpayers  generally. 

H.E.  1  would  significantly  affect  virtually  every  man,  woman,  and 
child  in  the  United  States.  It  protects  current  and  future  social  se- 
curity recipients  with  a  cost-of-living  escalator  which  automatically 
increases  benefits  as  prices  increase.  It  would  replace  the  54  current 
Federal-State  programs  for  the  needy  aged,  blind,  and  disabled  by 
creating  a  totally  new,  modern  national  program  with  uniform  bene- 
fit payments  administered  and  financed  by  the  Federal  Government. 
It  provides  for  liberalization  of  the  retirement  test  and  increased 
benefits  for  widows  under  social  security  and  for  more  effective  cost 
controls  in  medicare  and  medicaid.  It  also  has  provisions  which  will 
allow  medicare  and  medicaid  recipients  to  choose  to  receive  health 
care  through  a  health  maintenance  organization,  a  comprehensive  pre- 
paid plan. 

But  by  far  the  most  significant  and  the  most  needed  provisions  of 
II. R.  1  are  those  which  reform  the  family  welfare  system  and  replace 
it  with  a  new  national  program. 

The  current  situation  under  54  separate  State  programs  of  aid  to 
families  with  dependent  children  (AFDC)  has  become  intolerable  to 
both  taxpayers  and  recipients  alike.  During  the  decade  of  the  1960's, 
the  AFDC  rolls  increased  by  4.4  million  people,  a  147-percent  increase. 
During  that  time,  total  Federal,  State,  and  local  costs  more  than 
tripled.  In  the  year  following  the  President's  initial  call  for  welfare 
reform  in  August  1969,  the  rolls  increased  an  additional  50  percent.1 
From  April  1970  to  April  1971,  the  latest  date  for  which  figures  are 
available,  the  number  of  recipients  increased  by  27.9  percent,  while 
costs  rose  36.2  percent.  Today,  more  than  10  million  people  are  receiv- 
ing AFDC  assistance.  From  March  1970  to  March  1971,  cost  increases 
accelerated  at  an  alarming  rate  in  almost  every  State,  whether  pre- 
dominantly rural  or  predominantly  urban :  For  example,  in  Nebraska, 
costs  rose  46.6  percent;  in  Colorado,  77  percent;  and  in  Illinois,  58 
percent.  Nationwide,  we  now  spend  more  than  one-half  billion  dollars 
each  month  on  these  programs. 

These  exponential  increases  alone  make  an  overwhelming  case  for 
replacement  of  the  current  welfare  nonsystems.  But  these  have  not  been 
the  only  costs.  As  the  House  Committee  on  Ways  and  Means  Report 
stated,  succinctly  and  powerfully,  the  current  programs  are  charac- 
terized by :  ( 1 )  A  large  and  growing  lack  of  confidence  on  the  part  of 
the  taxpaying  public  that  assistance  goes  only  to  those  who  need  it  and 
does  not  go  to  those  who  are  indolent  or  ineligible;  (2)  understandable 
bitterness  from  those  who  must  depend  for  help  upon  a  system  that  in 
too  many  cases  extracts  self-respect  as  the  price  of  its  benefits;  (3) 
hopelessness  from  those  who  have  been  trapped  in  a  life  on  the  dole, 
from  which  the  possibility  of  escape  seems  remote;  (4)  contempt  from 
those  who  all  too  easily  obtain  undeserved  benefits  from  an  antiquated, 
unstable  and  lax  welfare  bureaucracy ;  I  might  add  at  this  point,  Mr. 
Chairman,  that  this  characterization,  of  course,  while  valid  for  some, 


1  On  August  5,  the  Department  of  Health,  Education,  and  Welfare  informed  the  committee 
that  this  sentence  should  have  stated  that  the  50-percent  increase  occurred  over  the  18-mouth 
period  following  August  1969,  rather  than  over  the  1-year  period. 
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fails  adequately  to  reflect  the  devotion  and  capacity  of  the  many  able 
State  administrators  who  are  more  victims  of  the  existing  system  than 
villains;  (5)  a  crazy-quilt  pattern  of  benefits  and  eligibility  require- 
ments that  makes  little  sense  in  a  highly  industrialized  and  mobile 
society;  and  (6)  incentives  for  more  and  more  welfare,  less  and  less 
work,  and  for  family  disintegration. 

The  impact  of  all  these  factors  led  to  the  development  of  the  Presi- 
dent's original  welfare  reform  proposal.  Basic  to  that  proposal  were 
the  following  principles:  (1)  There  must  be  strong  incentives  for 
people  to  work.  (2)  All  needy  families  with  children,  including  the 
working  poor,  must  be  covered.  (3)  There  must  be  uniform  nation- 
wide eligibility  standards.  (4)  A  minimum  federally  financed  income 
floor  must  be  established.  (5)  Training,  job  opportunities,  and  child 
care  must  be  provided  so  that  recipients  can  qualify  for,  and  accept 
employment. 

Mr.  Chairman,  the  legislation  before  your  committee  today  has 
received  exhaustive  consideration.  Last  year,  the  House  Committee 
on  Ways  and  Means  and  your  distinguished  committee  studied  it 
thoroughly.  When  the  92d  Congress  convened,  the  Ways  and  Means 
Committee  asked  the  administration  to  reanalyze  the  legislation  in  the 
light  of  the  criticisms  this  committee  had  made.  During  the  intervening 
months,  every  provision  of  the  bill  has  been  carefully  scrutinized  with 
our  assistance  by  the  Ways  and  Means  Committee.  The  product  of 
this  comprehensive  study  and  deliberation  is  now  before  you  for  your 
consideration. 

As  it  comes  to  you  today,  H.R.  1  embodies  the  basic  principles  of 
welfare  reform  in  the  President's  original  proposal.  It  also  meets  the 
concerns  this  committee  expressed  last  year.  Taking  those  concerns 
into  account,  the  Ways  and  Means  Committee  and  the  administration 
sought  to  achieve  the  following  objectives : 

( 1 )  establish  Federal  responsibility  for  a  minimum  level  of  income 
maintenance,  provided  so  as  to  improve  Federal-State  relationships 
and  to  afford  significant  fiscal  relief  to  hard-pressed  States ; 

(2)  fix  accountability  for  program  integrity  through  separate  ad- 
ministration of  programs  for  those  able  to  work  and  for  those  who 
cannot  work; 

(3)  create  work  requirements  and  incentives  for  those  able  to  work : 

(4)  provide  penalties  for  those  who  refuse  to  register  or  accept  train- 
ing for  work ; 

(5)  build  in  correctives  against  fraud  and  other  abuses; 

(6)  supply  remedies  against  parents  who  desert  their  family  re- 
sponsibilities; and 

(7)  remove  inequities  and  disincentives  created  by  the  loss  of  sub- 
stantial benefits  by  reason  of  the  earning  of  one  additional  dollar :  the 
so-called  "notch"  problem. 

All  of  these  objectives  have  been  achieved  in  H.R.  1. 

IMPROVED  FEDERAL-STATE   RELATIONSHIPS 

Last  year,  the  bill  called  for  a  federally  financed  payment  floor  of 
$1,600  for  a  family  of  four  which  has  no  earned  income,  Federal 
matching  of  State  supplemental  payments,  and  food  stamps  for  those 
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eligible.  H.R.  1  cashes  out  food  stamps  for  families  and  eliminates  the 
Federal  sharing  of  State  supplemental  payments  and  instead  increases 
the  Federal  income  floor  to  $2,400,  with  a  ceiling  of  $3,600  for  families 
with  eight  or  more  members. 

These  changes  achieve  a  number  of  related  and  important  objectives. 
The  President's  income  strategy  is  designed  to  provide  the  poor  with 
what  they  need  most  to  get  out  of  poverty :  Money.  This  administra- 
tion wants  to  get  away  from  demeaning,  restrictive  in-kind  benefits 
which  prevent,  rather  than  foster,  independence.  The  substitution  of 
cash  payments  in  lieu  of  food  stamps  helps  develop  freedom  of  choice 
and  individual  dignity,  two  basic  human  characteristics  which  should 
not  be  affected  by  economic  status. 

H.R.  1  also  improves  Federal-State  relationships  by  changing  the 
respective  roles  of  the  different  levels  of  government  and  assigning 
specific  responsibilities  to  each.  Consistent  with  President  Nixon's  New 
Federalism,  the  division  of  responsibility  in  H.R,  1  assigns  functions 
to  the  level  of  government  which  can  best  perform  them.  The  basic 
responsibility  for  income  maintenance  is  assigned  to  the  Federal  Gov- 
ernment, which  has  demonstrated  its  payments  capabilities  in  pro- 
grams such  as  social  security.  The  basic  responsibility  for  delivering 
vitally  needed  supportive  social  and  family  services  is  assigned,  with 
financial  and  technical  assistance  from  the  Federal  Government,  to 
the  States  and  local  governments  because  services  can  most  effectively 
be  provided  at  the  levels  of  government  closest  to  the  people  served. 
States  may,  of  course,  supplement  the  Federal  income  base,  but  if  they 
do,  they  will  pay  100  percent  of  the  cost.  No  longer  will  the  Federal 
Government  be  in  a  situation  in  which  it  must  "match  expenditures 
determined  solely  by  the  States.  No  longer  will  the  Federal  Govern- 
ment be  required  to  monitor,  in  every  detail,  each  State's  compliance 
with  Federal  statute  and  regulations. 

As  a  consequence  of  this  change  in  design,  considerable  fiscal  relief 
is  afforded  the  States,  most  of  which  have  been  faced  with  skyrocket- 
ing costs,  shrinking  tax  bases,  and  rebellious  taxpayers.  This 
relief  is  a  result  of  the  Federal  Government  financing  completely  the 
basic  payments  floor,  assuming  the  administrative  costs  of  a  State's 
supplemental  payments  program  if  the  States  elect  to  have  the  Fed- 
eral Government  administer  it,  and  holding  States  "harmless"  for 
increasing  costs  by  reason  of  increases  in  caseloads.  This  last  provision 
is  an  insurance  policy  for  the  States  against  increasing  costs  and  case- 
loads and  is  a  powerful  financial  incentive  for  the  Federal  Govern- 
ment to  get  people  off  the  welfare  rolls  and  into  long-term  jobs. 

Through  the  "hold  harmless"  provision  and  the  Federal  assumption 
of  administrative  costs,  H.R.  1  would  limit  State  expenditures  to  the 
amount  spent  for  all  maintenance  benefits  in  calendar  year  1971.  As 
a  result  the  States  will  receive  fiscal  relief  totaling  at  least  $1.6  billion. 

ACCOUNTABILITY    AND    DIVISION    OF    EXECUTIVE    BRANCH    RESPONSIBILITY 

H.R.  1  mandates  the  separation  of  needy  families  into  two  groups, 
those  with  an  emplovable  adult  and  tho^e  without  on  emnloyalVe  adult. 
The  program  for  the  former  group,  the  Opportunities  for  Families 
program  (OFP) ,  would  be  administered  by  the  Department  of  Labor, 
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which  is  highly  experienced  in  job  training,  other  employ  ability  serv- 
ices, placement  and  the  upgrading  of  skills.  The  program  for  the  latter 
group,  the  Family  Assistance  Plan  (FAP),  would  be  administered  by 
the  Department  of  Health,  Education,  and  Welfare,  with  its  experi- 
ence in  family,  social,  and  rehabilitative  services.  The  separation  will 
enable  each  department  to  focus  its  efforts  on  providing  the  particu- 
lar services  and  assistance  most  appropriate  to  the  group  it  serves. 
Where  a  single  service  is  common  to  both  groups,  such  as  vocational 
rehabilitation,  there  is  authority  for  each  department  to  insure  pro- 
vision of  the  service  where  needed. 

These  changes  will  fix  responsibility  within  the  executive  branch. 
No  longer  will  it  be  possible  for  one  agency  to  blame  another  for 
failure  to  achieve  goals  established  by  the  Congress. 

Turning  now  to  workfare,  which,  of  course,  as  your  opening  state- 
ment has  emphasized,  is  a  particular  concern  of  your  own  and  of  this 
committee,  I  think  it  is  fair  to  say  that  many  of  the  changes  that 
have  been  made  in  the  current  legislation  received  their  impetus  not 
only  from  the  hearings  of  this  committee  last  year  but  from  your 
very  fruitful  meeting  with  Senator  Bennett  and  the  President  at  the 
end  of  last  year,  looking  toward  new  legislation  and  new  hearings 
in  this  Congress. 

Last  year,  this  committee  urged  that  there  be  included  in  the  bill 
stronger  requirements  and  increased  incentives  to  insure  that  those 
able  to  work  will  work,  H.R.  1  has  both  of  these.  The  new  program 
for  the  employables  differs  significantly  from  the  current  WIN  pro- 
gram in  that  the  decision  as  to  the  appropriateness  for  referral  is  not 
left  to  the  discretion  of  a  social  worker.  Section  2111(b)  of  H.E.  1 
specifies  that  "Any  individual  shall  be  considered  to  be  available  for 
employment  .  .  ."  unless  he  or  she  fits  into  one  of  five  limited  cate- 
gories of  exemption.  Thus,  the  decision  as  to  who  registers  for  work 
is  prescribed  in  the  Federal  statute. 

H.R,.  1  also  contains  strong  financial  incentives  to  work.  The  first 
$720  of  annual  earnings,  plus  one-third  of  the  remainder,  would  be 
retained  by  the  family.  A  person  who  works  will  always  be  better  off 
than  a  person  who  does  not  work. 

The  single  greatest  work  incentive  in  H.R.  1  is  the  equality  of  treat- 
ment afforded  families  of  the  working  poor — those  with  a  male  family 
head  who  works  40  or  more  hours  a  week,  50-52  weeks  a  year,  but  can- 
not earn  enough  to  lift  his  family  to  a  minimum  economic  level.  Under 
current  law,  these  families  are  not  eligible  for  any  federally  financed 
cash  assistance  benefits.  The  result  is  a  financial  incentive  for  working 
fathers  to  desert  so  the  family  will  qualify  for  AFDC. 

Simply  stated,  Mr.  Chairman,  the  question  is  whether  meaningful 
incentives  can  be  provided  for  work  and  family  stability  without  ex- 
tending coverage  to  the  working  poor.  As  you  study  this  issue,  I  am 
confident  that  you  will  conclude,  as  we  did,  that  without  such  coverage 
meaningful  work  incentives  simply  are  not  possible.  To  reward  work 
is  integral  to  the  vitality  of  our  national  economy;  to  prevent  the 
erosion  of  the  work  incentive,  we  must  do  everything  we  can  to  insure 
that  a  person  is  always  better  off  working  than  not  working. 

H.R.  1  would  also  end  another  serious  work  disincentive  of  the  cur- 
rent family  welfare  system.  Under  present  law,  an  AFDC  mother  (or 
father,  under  the  AFDC-unemployed  father  program  in  the  23  States 
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which  have  AFDC-UF)  must  reduce  earnings  below  the  State  need 
standard  to  become  eligible  for  assistance.  After  establishing  eligi- 
bility, the  recipient  can  then  earn  up  to  the  State  break-even  point  and 
still  receive  assistance  payments  and  full  medicaid  benefits.  An  identi- 
cal family  living  next  door,  with  identical  earnings  which  have  never 
dropped  below  the  State  need  standard,  is  ineligible  for  either  an 
assistance  payment  or  medicaid  benefits.  This  inexcusable  inequity 
creates  an  incentive  to  stop  work  or  to  reduce  income  for  a  time  in 
order  to  become  eligible  for  benefits.  It  penalizes  the  family  of  the 
wage  earner  who  continues  to  work.  It  contributes  to  taxpayers'  resent- 
ment and  social  polarization  in  our  country.  H.R.  1  eliminates  this  in- 
equity entirely,  by  treating  all  families  with  earnings  below  the  break- 
even point  exactly  the  same  way. 

The  bill  incorporates  every  known  method  for  assisting  people  to 
become  employable.  This,  of  course,  is  central  to  the  interests  and  con- 
cerns which  have  already  been  expressed  by  yourself,  Mr.  Chairman, 
and  by  Senator  Bennett.  I  would  underscore  here  that,  to  the  extent 
that  there  are  fair  and  feasible  methods  of  assisting  people  to  become 
employable  rather  than  remain  on  the  rolls  which  are  not  incorporated 
in  this  legislation  already,  we  will  certainly  work  with  the  committee 
to  assure  that  they  are  adopted. 

But  I  think  it  is  fair  to  say  that  the  combined  result  of  last  year's 
hearings,  the  reconsideration  of  the  bill  within  the  executive  branch 
and  reconsideration  by  the  House  has  been  to  put  into  the  bill  every- 
thing which  seemed  to  us  both  fair  and  workable. 

For  example,  this  year  there  is  authority  in  the  legislation  itself 
to  create  200,000  public  service  job  opportunities  during  the  first 
year,  at  a  cost  of  $800  million.  This  complements  the  authority  for 
225,000  training  opportunities  already  planned.  These  public  service 
jobs  will  provide  employability  development  for  entry  into  perma- 
nent jobs  in  the  public  or  private  sector.  H.R.  1  provides  a  first-year 
authorization  of  $540  million  for  the  wide  range  of  manpower  serv- 
ices needed  to  get  people  employed,  including  testing,  counseling,  job 
orientation,  institutional  and  on-the-job  training,  work  experience, 
skill  upgrading,  job  development,  relocation  assistance,  placement, 
and  followup  services.  Secretary  Hodgson,  will,  of  course,  be  pre- 
pared to  deal  in  detail  with  the  manner  in  which  the  Department 
of  Labor  would  administer  these  provisions  of  the  bill. 

H.R.  1,  in  addition,  specifically  provides  for  the  treatment  and  re- 
habilitation of  needy  persons  suffering  from  drug  or  alcohol  abuse. 
Where  a  treatment  program  is  made  available  to  an  employable  fam- 
ily member  who  is  an  addict  or  alcoholic,  his  assistance  payment  will 
be  denied  unless  he  participates  in  the  treatment  program. 

The  Department  of  Labor's  program  for  employables  also  includes 
a  specific  allocation  of  $100  million  for  other  supportive  services,  such 
as  transportation  and  minor  medical  treatment.  These  provisions 
remedy  one  of  the  principal  criticisms  leveled  at  the  current  WIN 
program. 

Similarly,  the  new  thrust  to  get  people  off  the  welfare  rolls  and 
onto  payrolls  includes  a  major  new  authorization  to  provide  child 
care.  H.R.  1  provides  a  new  authorization  of  $460  million  for  day 
care:  $410  million  for  necessarv  day  care,  plus  an  additional  $50  mil- 
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lion  for  renovation  and  construction  of  day  care  facilities.  This  is  a 
$92  million  increase  from  the  amount  authorized  in  the  legislation 
you  considered  last  year.  Taking  into  account  existing  authority,  a 
total  of  $750  million  would  be  available  for  child  care  during  the  first 
full  year  of  the  program.  Additional  child  care  purchasing  power  is 
provided  by  a  disregard  of  up  to  $2,000  of  income  spent  for  child 
care,  which,  of  course,  would  mean  a  substantial  additional  amount 
of  money  available  for  the  purchase  of  day  care,  and  by  increases  in 
the  maximum  amounts  deductible  from  taxable  income  for  child  care 
for  those  who  have  sufficient  income. 

Experience  under  the  WIN  program  indicates  that  many  women 
have  left  training  and  employment  due  to  unwanted  pregnancies.  We 
also  know  that  there  are  direct  correlations  between  family  size  and 
poverty.  H.R.  1  requires  the  Secretary  of  Labor  and  the  Secretary  of 
HEW  to  offer  family  planning  services  to  those  receiving  benefits 
under  the  family  programs.  These  services,  which,  of  course,  would 
be  voluntary  on  the  part  of  the  mother,  will  be  provided  at  100  per- 
cent Federal  expense  and  will  enable  many  mothers  to  complete  train- 
ing programs  and  remain  in  the  labor  force. 

WORKFARE   PENALTIES 

Last  year's  bill  was  criticized  for  inadequate  penalties  for  those 
who  refused  to  register  for  work,  rehabilitation,  or  training.  H.R.  1 
provides  for  an  immediate  loss  of  $800  and  a  prohibition  against 
assistance  payments  to  anyone  who  refuses  to  register  for  or  accept 
training,  rehabilitation,  or  work.  The  $800  penalty  is  a  $300  increase 
from  last  year's  provision. 

Furthermore,  H.R.  1  allows  the  payments  for  the  family  to  be  made 
to  a  person  other  than  a  family  member  or  an  agency  interested  or 
concerned  with  the  welfare  of  the  family.  The  penalty  for  refusing 
to  register  could  also  be  extended  on  a  pro  rata  basis  to  State  supple- 
mentary payments  administered  by  the  Federal  Government.  To- 
gether, these  penalties  and  prohibitions  constitute  effective  sanctions 
against  those  who  refuse  to  help  themselves  escape  from  poverty. 

CORRECTIVES   AGAINST   FRAUD    AND   ABUSE 

Last  year  it  was  argued  that  there  were  insufficient  assurances  that 
the  new  program  would  be  tightly,  effectively,  and  efficiently  adminis- 
tered. H.R.  1  provides  a  legislative  directive  to  establish  an  honest 
system  that  will  assist  those  in  need  and  be  protected  from  those  who 
seek  to  cheat  or  defraud  by  "playing  the  system.''  The  maximum 
amount  of  earnings  which  can  be  disregarded  in  the  calculation  of  the 
assistance  payment  is  significant  in  this  respect.  The  bill  limits  to 
$2,000  for  a  family  of  four  (and  an  absolute  limit  of  $3,000  for  fam- 
ilies of  nine  or  more)  the  combined  total  earned  income  exclusion  from 
student  earnings,  irregular  earnings,  and  child  care  costs. 

As  we  plan  for  the  administration  of  the  program,  we  are  confident 
that  the  provisions  in  H.R.  1  will  permit  us  to  guarantee  its  integrity. 
There  will  be  no  simple  declaration  method  permitted  in  the  deter- 
mination of  eligibility  for  the  family  programs.  Birth  certificates  and 
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other  suitable  and  convincing  evidentiary  materials  will  be  required. 
An  intensive  initial  interview  will  be  required  when  an  application 
for  assistance  is  filed.  Each  member  of  a  family  will  be  identified 
by  a  social  security  account  number.  We  will  thus  be  able  to  make 
extensive  use  of  computerized  cross-checks  against  the  records  of  the 
Social  Security  Administration  and  other  Federal  agencies,  including 
the  Internal  Revenue  Service.  A  systematized,  computerized  payments 
process  will  enable  us  to  verify  earnings  and  to  avoid  duplicate 
payments. 

We  intend  to  guard  against  fraud  not  onl}-  in  the  initial  application 
process  but  throughout  the  entire  program.  Specific  items,  such  as 
earnings,  which  are  capable  of  verification  by  a  comparison  of  records, 
would  be  subject  to  100-percent  verification ;  in  addition,  a  scientifically 
selected  sample  of  eligibility  applications  would  be  reviewed  in  all  re- 
spects by  specially  trained  units  located  in  the  field  and  at  head- 
quarters. Assistance  to  all  families  will  be  scrutinized  automatically 
through  the  requirement  of  reapplication  every  2  years. 

H.R.  1  also  provides  stiff  criminal  penalties  for  fraud.  Any  individ- 
ual who  knowingly  makes  a  false  statement  or  representation  in 
applying  for  benefits,  or  continues  to  receive  benefits  fraudulently,  may 
be  prosecuted  and,  upon  conviction,  fined  up  to  $1,000  and/or  impris- 
oned for  up  to  1  year. 

DESERTING   PARENTS 

In  last  year's  bill  a  deserting  parent  was  made  liable  to  the  Federal 
Government  for  the  full  Federal  share  of  any  assistance  payments 
made  to  his  family  during  that  time.  The  Secretary  was  authorized 
to  collect  any  obligation  owed  by  the  parent  to  the  Federal  Government 
for  benefits  paid  to  the  family  by  offsetting  those  amounts  from  any 
other  payments  of  any  sort  due  the  deserting  parent  from  the  Federal 
Government.  These  provisions  are  retained  in  H.R.  1. 

In  addition,  H.R.  1  strengthens  the  sanctions  by  defining  the  cross- 
ing of  State  lines  by  a  parent  to  avoid  his  family  responsibilities  as  a 
Federal  misdemeanor.  It  also  increases  from  50  to  75  percent  the 
Federal  share  of  the  cost  of  establishing  paternity  and  securing 
support  from  parents  and  adds  a  new  clause  which  provides  for  secur- 
ing support  for  a  parent  deserted  by  the  spouse. 

NOTCHES 

One  of  the  major  criticism,  directed  at  last  year's  bill  as  this  com- 
mittee well  recalls,  was  that  it  was  not  fully  integrated  with  other 
Federal  assistance  programs  which  help  some  of  the  same  people,  with 
the  result  that  "notches"  occurred.  A  "notch"  comes  about  when  a  sub- 
stantial loss  of  benefits  results  from  the  earnings  of  an  additional  dollar 
of  income.  Such  a  loss  may  prove  to  be  a  disincentive  for  people  to 
earn  more.  H.R.  1  eliminates  the  "notches"  resulting  from  the  current 
food  stamp  and  medicaid  programs.  The  food  stamp  notch  has  been 
flattened  by  the  "cash-out"  provisions,  which  eliminate  food  stamps 
eligibility  for  those  eligible  for  cash  payments. 

We  believe  the  best  solution  to  the 'medicaid  notch  is  embodied  in 
the  administration's  family  health  insurance  proposal,  which  as  you 
know,  has  been  introduced  by  Senators  Bennett,  Jordan,  Hansen,  Fan- 
nin, and  Griffin.  However,  the  House  committee  adopted  as  an  interim 


37 

measure  a  provision  for  a  deductible  varying  with  income.  This  provi- 
sion, referred  to  as  a  spend-down,  was  one  of  several  alternatives  we 
suggested  to  the  committee  in  response  to  their  request  for  technical 
assistance. 

The  public  housing  notch,  which,  at  the  most,  could  affect  only  7 
percent  of  AFDC  families,  was  not  considered  by  the  Ways  and  Means 
Committee  since  it  does  not  have  jurisdiction  over  public  housing  legis- 
lation. However,  the  administration's  housing  amendments  of  1971, 
which  scale  rent  to  income,  should  end  any  disincentive  to  work  re- 
sulting from  this  notch.  I  understand,  Mr.  Chairman,  that  hearings 
are  scheduled  on  these  amendments  early  in  August  by  committees  in 
both  the  Senate  and  the  House. 

I  would  like  now,  Mr.  Chairman,  to  summarize  some  of  what  I 
have  said  and  to  outline  the  cost  consequences  of  H.R.  1. 

There  has  been  much  talk  about  the  effect  of  H.R.  1  in  adding  large 
numbers  of  people  to  the  welfare  rolls.  While  it  is  true  that  H.R.  1  will 
make  eligible  about  8  million  working  poor  persons,  of  whom  over  5 
million  are  children,  we  are  convinced  that  the  actual  caseloads  under 
H.R.  1,  over  time,  will  be  smaller  than  under  the  rapidly  growing  and 
uncontrolled  AFDC  program.  Based  upon  conservative  assumptions 
regarding  participation  in  the  new  program,  the  actual  caseloads  under 
H.R.  1  (including  both  Federal  recipients  and  those  who  will  receive 
only  State  supplemental  payments)  are  expected  to  be  lower  than 
AFDC  by  the  mid-1970's.  The  exact  year  varies  from  1974  to  1978  de- 
pending upon  the  AFDC  growth  rate  used  as  a  basis  of  comparison.  A 
projection  of  the  5-year  historical  AFDC  growth  rate  of  16  percent 
would  result  in  a  crossover  as  early  as  1974. 

The  growth  rate  we  have  assumed  imder  H.R.  1  for  female-headed 
families  is  3  percent.  The  lower  rate  is  due,  in  part,  to : 

(1)  Stricter  disregards,  which  eliminate  high-income 
ineligibles ; 

(2)  Tight  administration,  which  reduces  fraud  and  abuse; 

(3)  A  moderate  success  rate  in  moving  the  unemployed  into 
jobs  above  the  breakout  point  (of  course,  if  more  than  a  moder- 
ate success  rate  were  achieved,  the  lines  would  cross  sooner)  ; 

(4)  A  decline  in  the  creation  of  new  female-headed  families  as 
a  result  of  decreasing  drastically  the  financial  advantage  for  a 
father  to  desert  his  family. 

In  order  to  compare  the  Federal  costs  of  H.R.  1  in  fiscal  year  1973 
with  those  of  the  bill  we  presented  last  June,  H.R.  16311,  we  have 
prepared  the  following  table :  I  will  just  call  attention  to  some  of  these 
figures  without  reviewing  the  whole  table,  Mr.  Chairman. 

You  see  that  under  current  law,  assuming  a  6-percent-growth  rate, 
which,  of  course,  is  much  lower  than  the  past  5  years,  pay- 
ments to  families  in  fiscal  1973  would  total  $3.9  billion.  Assuming  a 
15-per-cent  growth  rate,  which  is  a  little  over  one-half  of  the  5-year 
historical  growth  in  costs,  the  total  would  be  $4.3  billion.  Under  H.R. 
16311,  the  total  would  have  been  $4  billion;  under  this  bill,  the  total 
would  be  $5.5  billion. 

Taking  into  account  the  "hold  harmless"  and  also  taking  into  ac- 
count the  food  stamp  program,  which  would  have  cost  an  additional 
$400  million  under  H.R.  16311  but  results  in  a  $1.4  billion  deduction 
under  this  program,  the  net  difference  in  payments  to  families  between 
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the  two  bills  is  only  $200  million:  $5  billion  under  H.R.  16311:  $5.2 
billion  under  this  bill. 

There  have  been  increases  in  the  amounts  allocated  to  the  various 
programs  designed  to  assist  people  in  obtaining  jobs.  Child  care  is 
increased  by  $100  million;  training  by  $100  million;  public  service 
jobs  not  included  in  last  year's  program,  by  $800  million ;  and  employ- 
ability  services  by  $100  million.  The  main  other  difference  in  cost 
is  attributable  to  the  federalization  in  effect,  of  the  programs  for  the 
adult  categories,  which  increases  the  total  Federal  funds  for  this  pur- 
pose from  $2  billion  under  current  law  to  $4.1  billion  under  H.R.  1,  an 
increase  of  $900  million  over  last  year's  bill. 

The  net  result  of  all  of  this  is  as  you  see  on  the  bottom  line :  total 
payments  and  services  under  current  law,  $7  billion,  assuming  a  6-per- 
cent-growth  rate;  $7.4  billion  assuming  a  15-percent-growth  rate; 
$10.4  billion  under  last  year's  bill;  and  $12.6  billion  under  this  year's 
bill. 

(The  chart  referred  to  follows :) 

NET  FEDERAL  COSTS,  FISCAL  YEAR  1973 
|ln  billions) 


Current 

Current 

law,  6 

law,  15 

H.R. 

percent 

percent 

16311,5 

H.R.  r,« 

growth  i 

growth  i 

June  1970 

July  1971 

Payments  to  families $3.9  $4.3  $4.0  $5.5 

Hold  harmless.. 1.0  1.1 

Increased  food  stamps  due  to  automatic  checkoff _  .4 

Food  sta  m  p  off  set  _ _ «  —  1 . 4 

Adult  categories 2.2  2.2  3.2  4.1 

Net  payments 6.1  6.5  8.6  9.3 

Child  care _._ .3                 .3                 .7  .8 

Training .2                  .2                  .4  .5 

Public  service  jobs _ _. .8 

Administration .4                  .4                  .7  1.1 

Employability  services _. _ .  i 

Total  services  and  administration .9  .9  3  j . 8  3.3 

Total  payments  and  services 7.0  7.4  10.4  12.6 

i  The  5-year  historical  growth  in  Federal  share  of  AFDC  is  27  percent  per  annum. 

2  All  costs  of  new  program  are  overstated  in  that  they  assume  100  percent  participation  rate. 

3  These  estimates  were  made  for  the  1st  full  fiscal  year,  fiscal  year  1972. 

4  This  represents  the  savings  in  Federal  food  stamp  expenditures  after  cashing  out  the  program  as  provided  in  H.R.  1. 

We  have  shown  the  costs  of  maintenance  payments,  the  costs  attributable  to 
employability  services,  and  the  costs  of  administration.  We  have  also  shown 
comparable  estimated  costs  under  current  law,  projected  both  at  the  6-percent 
annual  growth  rate  utilized  by  the  Ways  and  Means  Committee  and  at  the  15- 
percent  annual  growth  rate  which  has  prevailed  over  the  past  5  years.  You  will 
note  that  of  the  $5.6  billion  increase  in  Federal  cost  over  current  law  shown  in 
the  table,  which  reduces  to  $5.5  billion  due  to  offsets  in  certain  other  current  law 
programs,  the  major  changes  in  H.R.  1  over  current  law  are  : 

Billions 

Increased  payments  to  adults $1.  9 

Increased  payments  to  families 1.  6 

Hold  harmless  payments  to  States 1. 1 

Increase  in  training,  child  care,  employability  services,  public  service  jobs 

and  administration 2.  4 

Saving   in   food   stamp   offset — 1. 4 
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Secretary  Kichardson.  Mr.  Chairman,  I  believe  the  workfare  pro- 
visions of  H.R.  1  constitute  the  only  viable  solution  to  a  highly  com- 
plex national  problem.  The  bill  incorporates  all  of  the  fair  and  prac- 
tical ideas  which  have  emerged  from  the  lengthy  combined  efforts  of 
this  committee,  the  Ways  and  Means  Committee,  and  the  executive 
branch.  For  the  first  time,  we  have  a  real  opportunity  to  draw  together 
every  practicable  means  of  assisting  the  poor  to  work  their  way  out  of 
poverty :  Income  support,  job  training  and  placement,  vocational  re- 
habilitation, and  employment  and  family  services,  including  child 
care.  All  of  these  are  brought  together  in  a  well-designed  program 
calling  upon  the  most  effective,  up-to-date  management  machinery  and 
techniques  available. 

At  the  same  time,  let  us  not  forget  that  H.R.  1  Avill  change,  not 
merely  the  language  of  a  statute  or  the  structures  of  government,  but 
the  lives  of  many  people  in  great  need.  Let  us  also  not  forget  that 
nearly  half  of  those  who  have  not  shared  in  our  Nation's  affluence  have 
failed  to  do  so  even  though  they  are  working  full  time.  After  35  years 
of  experience  with  the  existing  welfare  system,  everyone  who  has 
looked  at  it  or  been  subjected  to  it  agrees  that  it  has  failed.  It  crushes 
people's  hopes,  robs  them  of  opportunities,  and  erodes  their  dignity. 
It  cannot  be  patched  or  revised  to  do  what  needs  to  be  done.  It  must 
be  thoroughly  reformed  and  reconstituted.  What  is  at  stake  here  is 
the  capacity  of  our  Nation  to  respond  in  a  humane  and  rational  way 
to  a  legitimate  source  of  widespread  and  debilitating  resentment — the 
resentment  of  recipients,  the  resentment  of  the  working  poor,  and  the 
resentment  of  taxpayers.  The  clock  is  running  on  our  ability  to  change 
the  system  and  meet  these  pressing  needs.  I  urge  this  committee  to  act 
without  delay  on  the  measure  now  before  you  to  change  that  system 
fundamentally  and  to  begin  to  meet  those  needs. 

Mr.  Chairman,  let  me  simply  add  that  I  pledge  to  this  committee 
the  complete  cooperation  of  the  Department  of  HEW.  All  the  re- 
sources of  the  Department  will  be  available  to  assist  you  and  your 
colleagues  in  your  consideration  of  H.R.  1.  Welfare  reform  legislation 
is  this  Nation's  No.  1  domestic  priority.  We  are  prepared  to  work  with 
you  to  make  H.R.  1  the  law  of  the  land. 

WELFARE-ADULT    CATEGORIES 

The  bill  establishes  a  100-percent  federally  financed  assistance  pro- 
gram for  people  who  are  age  65  and  over,  disabled,  or  blind.  In  three 
steps,  it  raises  the  standard  of  need  that  would  apply  across  the  country 
to  approximately  today's  poverty  level.  For  the  first  time  the  income 
of  the  needy  aged,  blind,  and  disabled  would  not  be  allowed  to  fall 
below  a  nationally  established  standard,  regardless  of  where  they  live. 

The  bill  provides  that  individuals  or  couples  could  be  eligible  for 
assistance  when  their  resources  that  must  be  counted  under  the  new 
program  are  not  more  than  $1,500  and  when  annual  income  that  must 
be  counted  in  determining  need  is  at  a  monthly  level,  initially,  of  not 
more  than  $130  for  a  single  person  and  $195  for  a  couple.  These  income 
levels  will  increase  each  July,  reaching  $200  for  a  couple  in  July  1973 
and  $150  for  a  single  person  in  July  1974. 
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The  benefits  provided  are,  of  course,  below  those  now  paid  in  some 
States.  However,  the  State  can  continue  to  maintain  a  higher  standard 
and  provide  for  payments  that  will  make  up  the  difference  between 
the  Federal  standard  and  the  higher  State  standard.  If  the  State 
chooses,  the  Federal  Government  will  administer  the  State  payments. 
In  such  cases,  the  Federal  Government  will  pay  the  full  administrative 
costs  of  making  the  supplementary  payments  and  will,  of  course,  ad- 
minister the  Federal  and  State  programs  together. 

H.R.  1  contains  a  "hold  harmless"  provision  under  which,  if  the 
State  meets  certain  conditions,  its  fiscal  liability  for  the  supplementary 
payments  to  the  aged,  blind,  and  disabled  would  be  limited.  If  the 
conditions  specified  in  the  bill  are  met,  the  State  would  be  guaranteed 
that  its  total  expenditures  for  payments  supplementing  the  family 
and  adult  assistance  benefits,  up  to  the  level  of  the  State's  payments 
in  January  1971,  would  not  exceed  the  dollar  amount  expended  by  the 
State  for  all  its  existing  cash  assistance  programs  in  calendar  year 
1971. 

Under  H.R.  1,  as  under  H.R.  17550  as  passed  by  the  Senate  last 
year,  the  definitions  of  blindness  and  disability  which  are  used  in  the 
social  security  program  will  be  applicable  nationwide  to  disabled  and 
blind  people.  Under  H.R.  1,  people  on  the  State  APTD  rolls  when  the 
new  program  becomes  effective,  though,  will  be  "grandfathered"  into 
the  new  program  and  will  remain  eligible,  so  far  as  their  disability 
is  concerned,  as  long  as  they  continue  to  meet  the  old  State  definitions 
of  disability. 

An  individual's  earned  and  unearned  income  will  be  taken  into 
consideration  in  determining  his  eligibility  and  the  amount  of  his 
benefits.  The  definition  of  "earned  income"  follows  generally  the  defini- 
tion of  earnings  used  in  applying  the  annual  earnings  test  of  the  social 
security  program.  "Unearned  income"  would  include  benefits  from 
other  public  and  private  retirement  programs,  prizes  and  awards,  gifts, 
rents,  dividends,  and  interest. 

With  respect  to  earned  income,  the  first  $720,  plus  one-third  of  the 
remainder,  of  earnings  would  be  excluded  in  determining  eligibility 
for  assistance  for  the  aged;  for  the  blind  and  disabled,  the  first  $1,020, 
plus  one-half  of  the  remainder,  would  be  excluded. 

As  under  the  social  security  disability  program,  there  would  be  trial 
work  neriods  and  referrals  for  vocational  rehabilitation 

OASDI MEDICARE MEDICAID 

Now  I  would  like  to  turn  to  improvements  in  the  social  security 
cash  benefits,  medicare,  and  medicaid  programs.  Your  committee  dis- 
cussed most  of  these  matters  during  the  hearings  last  year  and  spent 
a  great  deal  of  time  on  them  in  executive  sessions.  Consequently,  I  do 
not  think  it  necessary  to  discuss  these  provisions  in  detail.  Many  of 
the  provisions  of  H.R.  1  are  the  same  or  practically  the  same  as  those 
your  committee  reported  last  year — for  example,  the  provisions  for 
automatic  adjustments,  liberalizations  in  the  retirement  test,  increased 
benefits  for  widows  and  widowers,  the  age-62  computation  point  for 
men,  benefits  for  widowers  at  age  60,  reduction  in  the  waiting  period 
for  disability  benefits,  and  childhood  disability  benefits  for  those  dis- 
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abled  between  ages  18  and  22.  The  cost  effectiveness  provisions  for  the 
medicare  and  medicaid  programs  are  also  essentially  the  same  as  in 
last  year's  bill.  I  refer  to  provisions  such  as  those  relating  to  the  limi- 
tation for  capital  expenditures,  experiments  with  prospective  reim- 
bursement, and  limits  on  physicians'  charge  levels.  In  addition,  those 
provisions  for  improvements  in  the  operating  effectiveness  of  the 
medicare  and  medicaid  programs  and  for  improved  medicare  pro- 
tection for  the  aged  are  basically  the  same. 

SOCIAL    SECURITY    CASH    BENEFITS 

I  do  want  to  comment  on  two  of  the  provisions  in  the  bill  even 
though  they  are  similar  to  the  ones  your  committee  reported  last  year. 

AUTOMATIC    ADJUSTMENTS 

The  provision  for  automatic  adjustment  of  social  security  benefits 
is  the  most  important  one  in  the  social  security  section  of  the  bill.  For 
the  first  time,  social  security  beneficiaries  will  be  assured  that  rising- 
prices  will  not  undercut  the  purchasing  power  of  their  social  security 
dollars.  Long  lags  between  price  increases  and  benefit  increases  will 
rot  occur. 

Under  the  automatic  adjustment  provision,  not  only  will  the  benefits 
of  those  already  receiving  benefits  be  increaesed  but  the  value  of  social 
security  protection  for  current  and  future  contributors  will  be  im- 
proved. The  benefits  payable  on  a  given  level  of  earnings  will  rise  as 
the  cost  of  living  rises. 

The  provision  also  calls  for  automatic  increases,  as  wages  rise,  in 
the  amount  of  earnings  that  are  counted  for  benefit  and  contribution 
purposes.  Under  the  bill,  the  contribution  and  benefit  base  would  be 
increased  to  $10,200,  effective  for  1972,  rather  than  to  the  $9,000  now 
scheduled  for  1972  under  present  law.  Thereafter,  it  would  be  auto- 
matically adjusted  to  keep  pace  with  wage  increases.  This  means  that, 
as  earnings  rise,  more  workers  will  have  their  additional  earnings 
counted  toward  benefits.  While  it  is  true  that  workers  will  be  paying 
contributions  on  these  higher  earnings,  they  and  their  families  will 
have  substantially  increased  protection — protection  that  will  reflect 
the  increases  in  the  worker's  wages  and  standard  of  living. 

The  details  of  the  automatic  adjustment  provisions  in  the  bill  are, 
as  I  mentioned  earlier,  quite  similar  to  the  provisions  recommended 
by  this  committee  in  H.R.  17550  and  passed  by  the  Senate  last  year. 
They  provide  that  an  automatic  increase  will  take  effect  only  if  a 
benefit  increase  was  not  enacted  or  effective  in  the  preceding  year, 
and  they  require  the  Secretary  of  Health,  Education,  and  Welfare 
to  notify  the  Congress  of  an  impending  automatic  increase  early 
enough  in  the  year  so  that  the  Congress  can  take  action  if  it  desires. 

As  you  will  recall,  the  Senate  bill  last  year  called  for  the  contribu- 
tion and  benefit  base  to  increase,  each  time  benefits  were  automatically 
increased,  by  an  amount  that  would  have  been  required  to  finance  one- 
half  of  the  benefit  increase ;  the  other  half  of  the  cost  of  the  benefit 
increase  would  have  been  financed  by  a  contribution-rate  increase. 
Under  the  provision  in  H.E.  1,  the  base  would  automatically  increase 
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only  in  a  year  when  there  is  an  automatic  benefit  increase,  and  the 
amount  of  the  increase  would  be  related  to  the  increase  in  wage  levels 
since  the  last  base  increase.  Such  increases  in  the  base  are  needed  to 
maintain  proper  benefit-wage  relationships  under  the  program  and 
would  make  unnecessary  any  provision  for  increases  in  the  contribu- 
tion rates  to  finance  the  automatic  benefit  increases. 

RETIREMENT    TEST 

The  retirement  test  change  included  in  H.E.  1  is  the  same  as  that 
passed  last  year.  The  change  eliminates  disincentives  to  work  which 
exist  in  the  present  law.  Under  that  law,  the  first  $1,680  of  annual 
earnings  have  no  effect  on  benefits.  There  is  a  $1  reduction  in  benefits 
for  $2  of  earnings  above  $1,680  and  up  to  $2,880;  but  for  earnings 
above  $2,880  there  is  a  dollar-for-dollar  reduction  in  benefits.  Social 
security  benefits  are  tax-free  while  the  worker's  earnings  are  subject 
to  Federal,  State,  and  local  taxes.  Also,  there  are,  of  course,  the  ex- 
penses of  going  to  work.  Thus,  unless  the  worker  can  earn  consider- 
ably more  than  $2,880  in  a  year,  he  loses  in  total  income  by  increasing 
his  earnings  beyond  $2,880.  Under  the  bill,  as  under  your  commit- 
tee's version  of  H.R,  17550,  the  first  $2,000  of  earnings  are  exempt 
and  only  $1  in  benefits  would  be  withheld  for  each  $2  of  all  earnings 
above  $2,000,  thus  assuring  that  the  more  a  beneficiary  earns  the  more 
spendable  income  he  will  have.  The  annual  exempt  amount  would  be 
automatically  adjusted  upward  in  relation  to  future  increases  in  earn- 
ings levels. 

At  this  point,  I  would  like  to  briefly  outline  some  of  the  social  se- 
curity cash  benefits  and  medicare  provisions  that  are  new  or  different 
from  those  in  last  year's  bill. 

SPECIAL    MINIMUM    BENEFIT 

Mr.  Chairman,  a  new  provision  which  I  consider  to  be  important  is 
the  special  minimum  benefit  provision.  The  special  minimum  benefit 
would  be  equal  to  $5  multiplied  by  the  number  of  years  of  coverage  a 
person  has  under  social  security,  and  would  be  an  alternative  to  the 
benefit  amount  figured  under  the  regular  provisions  of  the  law.  For 
example,  a  person  at  age  65,  who  had  worked  20  years  at  low  earnings 
would  be  guaranteed  a  monthly  benefit  of  $100,  a  person  who  had 
worked  21  years  would  be  guaranteed  $105,  and  so  on.  A  person  who 
had  30  or  more  years  of  coverage  would  receive  $150  per  month,  the 
same  as  the  basic  Federal  payment  of  $150  that  an  adult  assistance 
recipient  with  no  other  income  would  get.  By  contrast,  the  regular 
minimum  benefit  under  the  bill  would  be  $74. 

It  seems  to  me  that  this  provision  is  clearly  preferable  to  further 
increases  in  the  absolute  minimum  which  go  beyond  across-the-board 
increases.  The  worker  who  has  a  regular  attachment  to  covered  employ- 
ment, even  though  he  has  very  low  earnings,  should  get  social  security 
benefits  that  are  high  enough  to  make  it  unnecessary  for  him  to  turn  to 
assistance.  However,  the  social  insurance  program  should  not  be  ex- 
pected to  provide  benefits  at  the  level  of  the  assistance  standards  to  peo- 
ple who  have  had  only  very  irregular  and  sporadic  attachment  to 
covered  employment  and  have  just  barely  been  able  to  meet  the  rela- 
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tively  liberal  social  security  insured-status  requirements.  If  the  regu- 
lar minimum  benefit  under  social  security,  the  one  paid  to  anyone  who 
is  insured,  were  raised  substantially,  the  inevitable  result  would  be 
a  reduction  in  the  resources  available  to  provide  adequate  benefits  for 
regular  full-time  workers  in  covered  employment  who  depended  for 
their  living  on  their  earnings  in  such  employment. 

MEDICARE    AND    MEDICAID 

The  important  changes  in  medicare  and  medicaid  in  H.R.  1  have 
a  direct  bearing  on  some  of  the  most  vital  problems  facing  the  Nation 
today — those  involved  in  what  we  have  referred  to  as  the  health-care 
crisis.  No  one  knows  better  than  the  distinguished  members  of  this 
committee  the  magnitude  of  the  issues  we  face  in  the  health  field. 

In  his  health  message,  the  President  proposed  a  program  that  I  be- 
lieve will  improve  the  health  status  of  all  our  citizens  by  expanding 
and  improving  the  quantity,  quality,  and  distribution  of  health-care 
services  and  by  assuring  that  no  citizen  is  denied  access  to  care  for 
financial  reasons.  To  a  great  extent,  medicare  has  already  accomplished 
this  for  our  older  citizens.  Medicaid,  in  its  treatment  of  the  poor, 
has  also  accomplished  much,  but  it  does  have  major  shortcomings. 
For  example,  there  are  great  disparities  in  the  treatment  of  recipients 
and  wide  variations  in  benefits  and  eligibility  criteria  from  one  State 
to  another. 

The  coverage  provided  in  the  President's  proposed  family  health 
insurance  program,  which  would  replace  the  medicaid  program  for 
poor  families,  is  far  superior  to  that  of  our  present  system.  This  pro- 
gram, which  is  part  of  the  National  Health  Insurance  Partnership 
Act  of  1971,  introduced  by  the  distinguished  senior  Senator  from 
Utah,  Mr.  Bennett,  and  others  would  make  available,  for  the  first 
time,  on  a  nationwide  basis,  an  adequate  and  equitable  package  of 
health  benefits  for  those  who  cannot  fully  finance  their  own  health 
care.  Of  course,  I  realize  that  consideration  of  various  national  health 
insurance  proposals  by  this  committee  and  the  Committee  on  Ways 
and  Means  will  be  deliberate  and  thorough.  Pending  congressional 
action  on  these  proposals,  the  medicaid  program  will  continue  to  be 
the  major  source  of  health  care  for  the  disadvantaged.  Therefore, 
it  is  important  that  those  provisions  in  H.R.  1  that  improve  the  medi- 
caid program  be  adopted. 

It  is  equally  important,  of  course,  that  present  law  be  changed  to 
include  the  many  improvements  that  the  bill  would  make  in  the 
medicare  program.  As  I  indicated,  most  of  the  proposals  for  improv- 
ing the  medicare  program  were  part  of  the  social  security  bill  reported 
by  this  committee  last  year.  I  would  like  to  comment,  however,  on 
provisions  that  are  new  or  somewhat  modified. 

SUPPLEMENTARY   MEDICAL   INSURANCE   PREMIUM 

The  President  has  proposed  the  elimination  of  the  monthly  pre- 
mium payment,  which  is  now  required  of  people  who  are  enrolled 
in  the  supplementary  medical  insurance  program  and  is  matched  by 
the  Federal  Government.  The  administration  proposes  that  the  pro- 
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gram  be  financed  instead  through  equal  employee  and  employer  pay- 
roll contributions.  Thus,  people  would  contribute  toward  their  medi- 
cal insurance  protection  in  advance  while  they  are  working,  as  they 
do  now  for  hospital  insurance  protection,  and  they  would  be  relieved 
of  the  burden  of  making  premium  payments  out  of  the  reduced  in- 
come they  receive  as  beneficiaries. 

The  administration  prefers  this  proposal  to  the  provision  in  H.R.  1. 
which  retains  the  premium  for  supplementary  medical  insurance  but 
permits  it  to  rise  only  in  the  event  of  a  general  increase  in  cash  bene- 
fits and  by  no  more  than  the  percentage  by  which  such  benefits  are 
increased. 

MEDICARE    FOR   THE  DISABLED 

For  several  years  now,  extensive  consideration  has  been  given  to 
the  question  of  providing  medicare  protection  to  people  who  receive 
monthly  cash  benefits  under  social  security  and  railroad  retirement 
programs  because  they  are  disabled.  The  recent  Advisory  Council  on 
Social  Security  recommended  such  coverage,  and  H.R.  1  includes  a 
provision  extending  medicare  to  these  disabled  persons.  Under  H.R.  1, 
coverage  would  begin  after  a  beneficiary  has  been  entitled  to  dis- 
ability insurance  benefits  for  24  consecutive  months. 

This  is  a  new  provision  in  this  year's  bill.  The  cost  of  the  protec- 
tion— $1.6  billion  in  benefit  payments  in  the  first  full  year — is  the  chief 
roadblock  to  the  adoption  of  this  provision. 

Another  problem  is  the  way  in  which  supplementary  medical  insur- 
ance protection  for  the  disabled  would  be  financed.  Under  H.R.  1,  a 
very  large  part  of  the  financing  would  come  out  of  general  revenues, 
with  premium  payments  by  disabled  beneficiaries  geared  to  those  paid 
by  the  aged.  It  is  true  that  premiums  would  be  prohibitive  if  the  dis- 
abled, like  the  aged  under  present  law,  were  to  be  required  to  pay  half 
the  cost  of  their  protection.  The  financing  provided  in  H.R.  1  is  one 
method  of  coping  with  the  problem  of  the  high  costs  to  the  disabled 
beneficiary.  Another  method  would  be  to  apply  the  principle  of  the 
President's  recommendation  that  supplementary  medical  insurance  for 
the  aged  be  financed  through  the  contributory  system  in  the  same  way 
that  hospital  insurance  is  now  financed. 

INCENTIVES   FOR   EFFICIENT   USE   OF    HEALTH    SERVICES 

I  would  also  like  to  call  your  attention  to  the  provision  of  H.R.  1, 
also  included  in  last  year's  bill,  that  would  allow  medicare  beneficiaries 
to  choose  to  have  all  their  medicare  services  provided  by  a  single 
health-maintenance  organization.  This  option  is  an  integral  part  of 
the  administration's  overall  objective  of  encouraging  the  growth  of 
health  maintenance  organizations  (HMO's),  which  we  believe  can 
contribute  significantly  to  the  improvement  of  the  Nation's  health- 
care delivery  system.  We  strongly  support  also  the  incentives  H.R.  1 
would  provide  the  States  under  medicaid,  through  increased  matching, 
to  contract  with  HMO's  and  other  organizations  providing  comprehen- 
sive health  care  to  furnish  necessary  care  to  their  medicaid  eligibles. 
Because  such  comprehensive  services  are  available  for  a  single  fixed 
fee  paid  in  advance,  strong  financial  incentives  are  created  to  empha- 
size prevention  and  to  substitute,  when  medically  appropriate,  the  use 
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of  less  expensive  ambulatory  care  for  high-cost  institutional  facilities. 
To  discourage  the  use  of  expensive  institutional  facilities  when  less 
costly  ambulatory  care  would  be  medically  appropriate,  H.R.  1  would 
reduce  Federal  matching  under  medicaid  for  certain  types  of  long- 
term  institutional  care.  In  the  case  of  skilled  nursing  home  care,  the 
reduction  would  occur  only  if  the  State  does  not  have  adequate  utiliza- 
tion review  applicable  to  such  care. 

H.R.  1  contains  a  medicare  provision  which  would  require  the  pay- 
ment of  a  coinsurance  amount  for  inpatient  hospital  care  beginning- 
earlier  than  under  present  law— that  is,  on  the  31st  rather  than  the  61st 
day.  The  provision  in  H.R.  1  is  a  step  in  the  right  direction.  We  be- 
lieve that  applying  coinsurance  at  an  earlier  point  in  a  hospital  stay 
will  help  bring  about,  at  this  earlier  point,  an  intensive  consideration 
of  whether  medically  appropriate  but  less  expensive  alternatives  to 
hospital  care  are  available.  Over  the  long  run,  this  could  be  an  impor- 
tant additional  cost-control  device. 


PEER    REVIEW 


You  will  recall  that  H.R.  17550  as  approved  by  the  committee  last 
year  included  a  provision  for  professional  standards  review  that  had 
been  sponsored  by  Senator  Bennett.  H.R.  1,  as  passed  by  the  House, 
contains  a  provision  that  would  authorize  experimentation  with  vari- 
ous forms  of  peer  review  but  not  full  implementation.  Under  the  bill, 
the  Secretary  would  have  authority  to  experiment  with  areawide  or 
communitywide  peer  review,  utilization  review,  and  medical  review 
mechanisms  to  determine  which  review  mechanisms  would  be  most 
effective  in  helping  to  assure  that  services  provided  to  beneficiaries  are 
medically  necessary  and  rendered  in  the  most  economical  setting  con- 
sistent with  professionally  recognized  standards. 

We  believe  that  such  experimental  authority  is  desirable,  but  we  be- 
lieve authority  should  also  be  granted  to  the  Department  to  proceed 
with  formal  implementation  of  quality  review  mechanisms  as  soon  as 
feasible,  after  any  necessary  development  and  experimentation  with 
prototypes.  We  know  of  this  committee's  strong  interest  in  professional 
standards  review,  and  we  stand  ready  to  assist  in  further  consideration 
and  development  of  appropriate  peer  review  provisions. 

OTHER    MEDICAID    PROVISIONS 

As  I  have  mentioned,  there  are  a  number  of  medicaid  provisions  in 
the  House-passed  version  of  H.R.  1  that  the  Department  endorses. 
However,  there  are  some  medicaid  proposals  included  in  the  bill  we  do 
not  support.  Although  the  administration  is  deeply  interested  in  fos- 
tering cost  consciousness  among  both  patients  and  providers,  we  be- 
lieve that  the  imposition  on  the  medically  needy  of  cost-sharing  charges 
which  are  neither  nominal  nor  income-related  would  work  a  severe 
hardship ;  this  group  has  already  been  designated  as  having  insufficient 
resources  to  pay  completely  for  their  own  medical  care. 

Under  the  bill,  States  could  conceivably  require  sizeable  copayments 
or  deductibles  of  the  medically  needy.  Such  charges  may  deter  the  poor 
from  seeking  necessary  medical  care  until  illnesses  become  more  severe 
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and  more  expensive  care  is  required.  We  urge  that  the  Senate  bill  re- 
quire that  any  cost-sharing  charges  imposed  on  the  medically  needy 
be  nominal  in  amount;  that  they  be  sufficient  to  make  providers  and 
recipients  "stop  and  consider"  the  need  for  such  services  but  that  they 
not  be  so  large  that  the  poor  will  be  impeded  from  obtaining  needed 
care. 

FINANCING    OF   THE    SOCIAL    SECURITY    PROVISIONS 

The  bill,  of  course,  also  includes  provisions  for  financing  the  im- 
provements that  would  be  made  by  the  bill  in  the  social  security  pro- 
gram and  for  meeting  the  present  actuarial  deficiency  in' the  hospital 
insurance  program.  The  bill  would  provide  a  new  schedule  of  contri- 
bution rates  x  and,  as  I  indicated  earlier,  would  increase  the  contribu- 
tion and  benefit  base.  As  a  result,  each  part  of  the  social  security  and 
medicare  program  and  the  program  as  a  whole  would  be  adequately 
financed. 

For  the  next  few  years,  the  contribution  rates  in  H.R.  1  for  the 
cash  benefits  program  for  employers  and  employees  are  the  same 
as  or  lower  than  the  rates  in  present  law  and  the  rates  that  were  in 
the  social  security  bill  that  the  committee  approved  last  year.  The 
ultimate  rate  under  H.R.  1—6.1  percent— is  the  same  as  the  ultimate 
rate  under  the  committee's  bill  last  year,  but  under  H.R.  1  it  would  go 
into  effect  9  years  sooner  than  under  last  year's  bill. 

The  contribution  rates  in  H.R.  1  for  the  hospital  insurance  pro- 
gram are  higher  than  the  rates  in  present  law  but— except  for  1  year- 
are  the  same  as  or  lower  than  the  rates  in  the  committee's  bill  last 
year. 

The  long-range  actuarial  balance  of  the  cash  benefits  program  under 
H.R.  1  is  estimated  to  be  minus  $08  percent  of  taxable  payroll,  which 
is  well  within  the  limit  of  acceptable  variation  that  has  been  used  in 
the  past.  Accordingly,  the  social  security  cash  benefits  program,  as  it 
would  be  modified  by  H.R.  1,  is  financially  sound.  The  cash  benefits 
program  under  last  year's  committee  bill  had  a  long-range  actuarial 
balance  of  minus  .15  percent  of  taxable  payroll. 

Estimates  for  the  hospital  insurance  program  under  H.R.  1  show 
that  the  program  will  have  an  actuarial  balance  of  minus  .06  percent 
of  taxable  payroll,  which  is  also  well  within  the  limit  of  acceptable 
variation.  Under  H.R.  17550,  the  actuarial  balance  of  the  program 
was  estimated  to  be  minus  .05  percent  of  taxable  payroll. 

As  you  know,  the  Advisory  Council  on  Social  Security  made  several 
recommendations  for  changes  in  the  financing  of  the  social  security 
program.  The  most  important  of  these  recommendations  relate  to  the 
financing  of  the  cash-benefits  part  of  the  social  security  program. 
These  recommendations  call  for  establishing  contribution  rate  sched- 
ules based  on  current-cost  financing  and  for  basing  the  long-range 
actuarial  cost  estimates  on  the  assumptions  that  Avages  will  rise  and 
that  benefits  will  be  kept  up  to  date  with  prices  rather  than  on  the 
level-earnings  assumption  that  has  traditionally  been  used  in  estimat- 
ing the  cost  of  the  program.  We  in  the  administration  are  studying 
these  recommendations.  We  consider  them  to  be  of  the  highest  priority. 

The  social  security  program  has,  in  practice,  been  financed  on  a 
current-cost  basis,  although  the  law  has  always  called  for  contribu- 

1  See  table,  p.  47. 
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tion  rates  in  the  relatively  near  future  that  were  substantially  higher 
than  current-cost  rates.  These  higher  rates  have  generally  been  post- 
poned by  the  Congress  so  that  the  current-cost  approach  has  been  fol- 
lowed in  practice.  The  Council  recommends  that  the  law  itself  reflect 
this  policy  and  not  include  a  schedule  of  near-term  rates  designed  to 
produce  large  excesses  of  income  over  outgo. 

The  use  of  dynamic  assumptions  as  to  wages,  prices,  and  benefits  in 
estimating  the  cost  of  the  cash  benefits  program  represents  a  significant 
departure  from  the  actuarial  technique — basing  cost  estimates  on  the 
level-earnings  assumption — that  has  been  used  up  to  now.  This  tech- 
nique has  proved  to  be  successful  in  assuring  the  financial  soundness 
of  the  program  both  for  the  short  run  and  the  long  run.  However,  with 
inclusion  in  the  law  of  provisions  for  automatic  adjustment  and  with 
the  program  having  reached  relative  maturit}',  this  is  an  appropriate 
time  to  consider  such  a  recommendation  as  that  made  by  the  Council. 

I  am  quite  hopeful  that  the  administration's  study  of  the  Advisory 
Council  financing  recommendations  will  be  completed  in  time  for  the 
administration  to  take  a  position  on  these  recommendations  at  the 
time  this  committee  is  ready  to  make  its  decisions  regarding  the  financ- 
ing of  the  social  security  program  as  it  would  be  amended  by  H.R.  1. 

CONCLUSION 

As  long  as  this  statement  is,  it  does  not  begin  to  suggest  the  compre- 
hensive nature  of  H.R.  1.  If  enacted,  it  will  make  the  lives  of  millions 
of  people  more  secure,  not  only  by  establishing  a  completely  new  wel- 
fare system,  but  also  by  improving  the  effectiveness  of  the  contributory 
social  security  program,  including  medicare.  The  good  that  these 
measures  will  do  will  be  to  the  benefit  of  this  generation  and  genera- 
tions to  come. 

Thank  you. 

(An  attachment  to  the  Secretary's  statement  follows :) 

APPENDIX  A.-SOCIAL  SECURITY  CONTRIBUTION  RATES 
[In  percent) 


Period 


Cash  benefits 


Pres- 
ent law 


H.R. 

17550  2 


H.R.  1 


Health  insurance1 


Pres- 
ent law 


H.R. 
17550  2 


H.R.  1 


Pres- 
ent law 


Total 


H.R. 

17550  2 


H.R.  1 


Employer,  employee,  each: 

1972 4.60 

1973-74 5.00 

1975.. 5.00 

1976 5.15 

1977-79 5.15 

1980-85 5.15 

1986 5.15 

1987  and  after 5.15 

Self-employed: 

1972 6.90 

1973-74 7.00 

1975 7.00 

1976 7.00 

1977-79 7.00 

1980-86 7.00 

1987  and  after,. 7.00 

Actuarial  balance —0. 10 


4.4 

4.2 

0.60 

1.10 

1.2 

5.20 

5.50 

5.4 

4.4 

4.2 

.65 

1.20 

1.2 

5.65 

5.60 

5.4 

5.0 

4.0 

.55 

1.35 

1.2 

5.65 

6.35 

6.2 

5.0 

5.0 

.70 

1.35 

1.2 

5.85 

6.  35 

6.2 

5.0 

6.1 

.70 

1.35 

1.3 

5.85 

6.35 

7.4 

5.5 

6.1 

.80 

1.50 

1.3 

5.95 

7.00 

7.4 

6.1 

6.1 

.80 

1.50 

1.3 

5.95 

7.60 

7.4 

6.1 

6.1 

.90 

1.50 

1.3 

6.05 

7.60 

7.4 

6.6 

6.3 

.60 

1.10 

1.2 

7.50 

7.70 

7.5 

6.6 

6.3 

.65 

1.20 

1.2 

7.65 

7.80 

7.5 

7.0 

7.0 

.65 

1.35 

1.2 

7.65 

8.35 

8.2 

7.0 

7.0 

.70 

1.45 

1.2 

7.70 

8.35 

8.2 

7.0 

7.0 

.70 

1.35 

1.3 

7.70 

8.35 

8.3 

7.0 

7.0 

.80 

1.50 

1.3 

7.80 

8.50 

8.3 

7.0 

7.0 

.90 

1.50 

1.3 

7.90 

8.50 

8.3 

0.15 

-0.08 

-.62 

-0.05 

-0.06 

1  In  the  case  of  H.R.  17550,  includes  catastrophic  illness:  in  the  case  of  H.R.  1,  includes  hospital  insurance  for  the  dis- 
abled. 

2  As  reported  by  the  Senate  Committee  on  Finance. 
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The  Chairman.  Thank  you,  Mr.  Secretary.  Now,  just  to  put  this 
matter  into  perspective,  I  think  you  are  well  aware  that  as  far  as 
I  am  concerned,  the  cost  of  the  program  has  never  been  a  problem. 
I  am  concerned  with  whether  this  thing  will  work.  If  all  you 
are  doing  is  pouring  more  billions  of  dollars  into  a  program  that  is 
already  a  failure  and  that  will  not  work  even  though  we  double  the 
cost  of  it,  in  my  estimation,  that  is  not  welfare  reform,  because  you 
have  not  gotten  to  the  fundamental  problem. 

Financial  Incentives  Not  to  Marry    , 

Let  me  give  you  an  example  of  the  fundamental  problem  which 
I  do  not  think  you  even  touched  on  in  your  statement.  Let  us  take 
the  typical  example  of  the  man-in-the-house  situation.  Here  is  a  man 
with  three  children  who  look  exactly  like  him.  He  lives  in  the  house 
every  night  with  mama.  He  has  an  income  of  $6,000.  Mama  is  draw- 
ing welfare  payment  of  $5,000  a  year  for  the  benefit  of  herself  and 
those  children.  Combined  total  income,  $11,000.  They  are  not  in  pov- 
erty. The  Supreme  Court  has  held  that  we  cannot  assume  that  5  cents 
of  that  $6,000  of  papa's  income  is  available  for  the  support  of  that 
mother  and  those  three  children  who  are  his.  There  is  nothing  in  this 
bill  that  would  even  give  mama  the  first  cash  incentive  to  sue  papa. 
As  a  practical  matter,  the  evidence  is  entirely  within  the  possession 
of  mother  and  father  that  that  money  is  in  fact  available  to  that 
family  unit  and  he  is  spending  every  night  there,  but  you  cannot 
presume  that  he  is  willing  to  pay  5  cents  to  support  his  own  children. 

Now,  that  $5,000  welfare  payment  is  a  subsidy  on  illegitimacy,  it 
is  a  cash  bonus  not  to  marry,  and  it  creates  the  height  of  resentment 
on  his  neighbor  next  door,  who  has  married  the  woman  who  is  the 
mother  of  his  children,  and  who  is  bringing  his  $6,000  home  to  help 
support  those  children.  Until  we  do  the  first  simple  thing  about  that, 
how  can  you  call  this  a  welfare  reform  bill  ? 

Secretary  Richardson.  Mr.  Chairman,  the  bill  does  provide  in  the 
first  instance  that  in  any  event,  a  step-parent  will  be  deemed  responsi- 
ble for  the  children,  which  moves  beyond  existing  law  in  that  respect. 

Second,  it  provides  that  whatever  creates  a  responsibility  on  the 
part  of  the  parent  to  contribute  support  to  the  children,  or  any  person 
in  the  house  to  contribute  support,  to  the  children,  will  make  the 
income  of  that  individual  countable  as  part  of  the  income  available 
to  the  family.  This  would  mean  in  effect,  therefore,  that  if  the  circum- 
stances added  up  to  a  common  law  marriage  under  State  law,  the 
income  of  the  man  in  the  house  would  be  counted. 

The  remaining  problem  is  the  situation  in  which  those  facts  may 
not  establish  a  common  law  marriage.  There  is  then  no  incentive  for 
the  mother  to  seek  to  establish  the  paternity  on  the  part  of  the  man 
in  the  house:  The  question  then  is  what  can  or  should  be  done  in 
those  circumstances  to  impute  his  income. 

We  have  no  objection  in  principle  to  any  sensible  way  of  dealing 
with  this  problem,  but  we  do  have  to  confront  the  fact  that  the  Supreme 
Court  dealt  with  the  issue  and  ruled,  in  effect,  that  in  these  latter  cir- 
cumstances we  did  not  have  the  right  to  impute  the  income  of  that 
individual. 
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The  Chairman.  You  say  you  did  not  have  the  right.  Let  us  just  talk 
about  the  problem.  Frankly,  I  cannot  provide  you  with  all  the  answers 
right  now,  but  until  we  do  find  the  answer,  we  are  just  kidding  our- 
selves to  talk  about  this  welfare  reform.  Fifty  percent  of  the  people 
on  the  welfare  rolls  are  benefitting  in  one  respect  or  another  because 
of  this  kind  of  corruption. 

Secretary  Richardson.  I  would  just  say  this,  Mr.  Chairman, 
granted  the  problem  you  state,  the  fact  remains  that  the  bill  does 
contain  a  great  many  provisions  summarized  in  my  testimony  that  do, 
in  our  firm  view,  add  up  to  fundamental  reform.  This  is  not  to  say 
that  we  are  unwilling  to  recognize  opportunities  for  improvement; 
on  the  contrary,  we  stand  ready,  as  I  said  in  my  testimony,  to  work 
with  the  committee  to  that  end. 

The  Chairman.  Well,  the  Supreme  Court  very  erroneously  and  in- 
correctly placed  the  presumption  in  favor  of 'that  father  and  in  favor 
of  that  mother  that  you  could  not  impute  anything  from  that  relation- 
ship and  that  was  a  construction  of  a  statute  that  we  passed  here  in 
Congress.  Now,  I  do  not  think  that  the  majority  of  this  committee,  and 
I  am  certain  that  I  know  the  majority,  and  I  do  not  think  the 
majority  of  those  on  the  Ways  and  Means  Committee  meant  to  favor 
that  relationship  with  the  presumption  that  none  of  that  income  for  the 
father  was  available  for  the  support  of  his  children.  But  the  fact  is 
you  have  a  $5,000  cash  advantage  for  this  father  and  this  mother  to 
deny  that  that  man  is  the  father  of  those  children,  to  deny  that  that 
relationship  amounts  to  a  common  law  marriage,  and  to  deny  that  he 
has  any  obligation  to  support  those  children. 

Now,  of  course,  this  is  fundamental  to  the  big  struggle  that  has  been 
going  on  for  years  about  this  same  thing.  Senator  Robert  Byrd,  when 
he  was  chairman  of  an  appropriations  committee,  made  an  investiga- 
tion right  here  in  Washington,  right  under  the  nose  of  the  Department 
of  Health,  Education,  and  Welfare — this  is  prior  to  the  time  you 
were  here,  but  I  do  not  think  the  facts  have  changed  very  much.  At  that 
time,  his  conclusion  was  that  a  sample  showed  that  59  percent  of  these 
people  were  not  eligible  and  that  25 — about  half  of  the  remainder  were 
being  overpaid.  A  nd  it  had  mainly  to  do  with  the  kind  of  relationship 
that  I  described. 

Now,  back  at  that  time,  the  Department  here  in  Washington,  as 
well  as  every  State  government — or  almost  every  State  government; 
I  know  the  overwhelming  majority  of  them — were  applying  some 
kind  of  a  "man-in-the-house"  rule  to  say  if  we  think  we  know  what 
man  ought  to  be  paying  something  to  help  support  that  family  unit, 
we  are  going  to  attribute  his  income  to  that  family  unit.  Now,  the 
Supreme  Court,  in  my  judgment,  contrary  to  the  will  of  Congress, 
struck  that  down  and  worked  in  the  other  direction. 

Now,  I  have  my  doubts  that  we  can  reform  this  welfare  program 
by  reversing  thai  Supreme  Court  decision,  even  though  we  definitely 
have  it  within  our  power  to  pass  an  act  of  Congress  to  say  to  the 
Supreme  Court  that  you  did  not  properly  construe  our  statute.  It 
would  seem  to  me  we  might  do  better  to  start  on  the  other  end,  to 
say  that  we  will  pay  father  a  cash  advantage  to  do  the  honorable 
decent  thing,  rather  than  pay  him  and  mama  a  big  advantage  to  do 
the  dishonorable  thing.  But  until  we  face  up  to  that  which  is  funda- 
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mentally  wrong  with  this  program,  about  which  your  bill,  in  my 
judgment,  does  zero,  it  seems  to  me  we  do  not  really  have  a  welfare 
reform  bill. 

Here  are  people  with  an  $11,000  income,  their  income  may  be  further 
increased  by  your  bill,  and  I  do  not  for  the  life  of  me  see  how  you 
meet  the  problem. 

Now,  you  say  put  mama  to  work.  That  is  not  the  problem  at  all.  It 
is  not  even  a  problem  of  putting  papa  to  work.  He  has  a  job.  The 
question  is  how  can  you  get  father  to  recognize  his  responsibility  and 
accept  it  rather  than  proceed  in  the  opposite  direction?,  As  long  as 
you  are  paying  a  $5,000  cash  advantage  to  proceed  on  a  basis  that 
society  would  say  is  dishonorable,  how  are  you  going  to  overcome 
that  by  putting  an  incentive  in  the  other  direction  ? 

I  have  been  working  at  that  for  some  time,  but  I  think  unless 
we  proceed  to  meet  that,  you  can  say  that  detectable  fraud  is  only  1 
percent.  Legalized  fraud  is  over  50  percent.  And  until  we  begin  to 
get  at  the  fundamental  mischief  in  this  welfare  program,  which  is 
grandfathered  into  your  so-called  reform  proposal,  I  do  not  see  that 
you  are  going  to  solve  it. 

That  is  why  I  have  been  saying  to  you  that  I  am  willing  to  pay 
these  people  to  work;  I  am  not  willing  to  pay  them  not  to  work. 

That  is  all  I  have  to  say  at  this  moment.  I  am  trying  to  hold 
myself  to  a  10-minute  rule  and  I  will  ask  the  others  to,  so  we  can  get 
to  everybody  on  the  first  time  around. 

Senator  Anderson  ? 

Senator  Anderson.  No. 

The  Chairman.  Senator  Bennett  ? 

Senator  Bennett.  I  had  an  opportunity  to  express  myself  before 
the  Secretary  started,  and  I  think  I  will  want  more  time  to  study  his 
statement,  particularly  the  part  that  he  did  not  read,  before  I  want  to 
question  him. 

Thank  you. 

The  Chairman.  Senator  Curtis  ? 

Cost  of  Welfare  Proposal 

Senator  Curtis.  Mr.  Secretary,  what  will  be  the  increased  Federal 
costs  the  first  year  of  operation  of  this  program  ? 

Secretary  Richardson.  I  am  sorry,  did  you  say  the  increased  costs  or 
the  total  costs  ? 

Senator  Curtis.  Increased  Federal  costs. 

Secretary  Richardson.  The  total  would  be  $5.5  billion,  Senator 
Curtis. 

Senator  Curtis.  $5.5  billion  ? 

Secretary  Richardson.  Yes,  sir. 
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Federal  Employees  Needed  to  Administer  Welfare  Proposal 

Senator  Curtis.  How  many  new  Federal  employees  will  this  pro- 
gram require? 

Secretary  Richardson.  We  have  not  arrived  at  any  definite  number, 
Senator  Curtis.  A  great  deal  of  work  has  been  done  and  is  still  continu- 
ing on  this  question.  We  anticipate  that  the  number  will  be  signifi- 
cantly less  than  the  number  of  State  employees  now  engaged  in  the 
process  of  determining  eligibility  and  handling  money  payments. 

The  total  number  of  State  and  local  welfare  employees  is  about  185,- 
000.  It  is  estimated  that  of  that  total,  about  70,000  or  the  full-time 
equivalent  of  70,000  handle  eligibility  and  money  payments  under 
AFDC.  We  think  that,  with  the  development  of  a  uniform  national 
system  utilizing  the  modern  management  techniques  that  would  be 
incorporated  into  it  and  drawing  upon  computer  technology,  the  total 
would  be  sio-nificantlv  below  those  under  current  law,  but  we  do  not 
have  a  precise  figure. 

Charts  Showing  Welfare  and  Other  Benefits 

Senator  Curtis.  Mr.  Secretary,  last  year,  there  were  some  charts 
prepared  at  the  request  of  the  committee.  I  believe  Senator  Williams 
requested  them.  And  this  committee  has  asked  that  they  be  updated 
to  show  the  same  factors  in  reference  to  H.R.  1  that  is  now  before  us. 
Do  you  have  those  here  ? 

Secretary  Richardson.  Yes ;  we  do,  Senator. 

Senator  Curtis.  I  wonder  if  we  could  take  a  look  at  them  at  this 
time?  I  would  like  to  ask  a  question  or  two  about  each  one  of  them. 

Secretary  Richardson.  I  should  say,  Senator,  that  if  we  are  going  to 
go  into  this  now,  it  might  be  useful  to  the  committee  for  me  to  present 
first  the  result  of  the  Department's  own  analysis  of  this  issue  in  the 
intervening  year,  which  we  think  presents  more  fairly  what  the  prob- 
lems are,  and  then  to  show  you  the  updated  version  of  the  so-called 
Williams  charts. 

We  will  be  glad  to  do  that  now,  Mr.  Chairman.  It  will  take  more 
than  10  minutes. 

Senator  Curtis.  Mr.  Chairman,  in  light  of  the  10-minute  limitation, 
1  will  not  ask  that  the  charts  be  displayed  at  this  time.  I  do  ask  that 
the  charts  comparing  the  current  law  with  H.R.  1  for  Phoenix,  Ariz., 
Wilmington,  Del.,  Chicago,  111.,  and  New  York  City  that  have  been 
prepared  by  the  Department  in  response  to  the  request  of  the  commit- 
tee be  inserted  in  the  record  at  this  point. 

I  might  say  my  reason  for  doing  that  is  so  that  as  we  continue  our 
study  of  these  bills,  we  will  have  them  there  before  us. 

The  Chairman.  That  will  be  done. 
(The  charts  referred  to  follow :) 
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Senator  Curtis.  Mr.  Chairman,  I  ask  unanimous  consent  that  the 
charts  that  were  prepared  last  year  in  reference  to  the  bill  before  us 
concerning  the  same  cities  and  the  same  comparison  be  lifted  from 
last  year's  hearings  and  reproduced  at  the  hearings  here.  I  realize 
there  will  be  some  change,  but  there  is  some  comparison  we  can  make. 

The  Chairman.  Well,  that  is  requested,  that  that  be  done  and 

benator  Curtis.  And  placed  in  the  hearings. 

The  Chairman.  That  is  authorized  to  be  put  in  the  hearings. 

(The  charts  referred  to  follow.  These  are  taken  from  the  June  1970 
Committee  Print  entitled  "H.R.  16311,  the  Family  Assistance  Act  of 
1970,  Revised  and  Resubmitted  to  the  Committee  on  Finance";) 
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The  Chairman.  We  would  like  to  have  a  chart  presentation  that 
would  show  the  kind  of  information  the  committee  wants  so  that 
everybody  can  look  at  it  and  see  to  what  extent  the  work  incentive 
actually  is  a  work  incentive. 

Secretary  Richardson.  We  would  be  prepared  to  do  that  at  any 
time,  Mr.  Chairman.  Perhaps  tomorrow  morning  would  be  a  good 
time. 

Senator  Curtis.  I  think  that  is  satisfactory.  We  should  have  time 

to 

The  Chairman.  If  you  have  provided  us  with  what  is  in  Senator 

Curtis'  hand,  what  Senator  Curtis  wants,  he  wants  that  on  a  big 

enough  chart  so  he  can  look  at  it.  If  you  can  take  the  charts  we  had 

last  year  and  see  how  this  worked  out,  we  would  like  to  have  the 

same'  information  put  in  the  same  columns  to  see  how  it  works  out. 

You  have  pointed  out  here  that  a  lot  has  been  done  about  that. 

Secretary  Richardson.  Yes. 

The  Chairman.  I  think  that  is  fine,  but  I  think  we  ought  to  see  that. 

Senator  Curtis.  I  understand  they  have  the  charts.  I  am  not  calling 
for  the  charts  at  this  point  because  of  the  limitation  of  time,  but  I 
would  like  to  see  them  printed  in  the  hearing  at  the  beginning  so  we 
can  study  them  as  we  go  along. 

The  Chairman.  Yes ;  that  will  be  done. 

Secretary  Richardson.  Could  I  ask,  Senator  Curtis,  at  this  point, 
in  addition  to  the  charts  that  Senator  Curtis  has  identified,  that  there 
also  be  included  an  analysis  which  incorporates  as  well  what  we  in 
HEW  regard  to  be  a  more  accurate  economic  picture  of  the  situation 
of  each  of  the  families  in  those  cities  ? 

The  Chairman.  I  am  happy  to  do  that,  Mr.  Secretary.  As  far  as  I 
am  concerned,  it  is  perfectly  all  right  with  me  for  you  to  put  every- 
thing in  the  record  that  supports  your  argument.  I  am  not  too  con- 
cerned if  the  record  is  stacked  as  high  as  the  Encyclopedia  Britannica 
as  long  as  we  have  the  facts  and  get  both  sides  of  the  argument.  As  a 
matter  of  fact,  we  have  had  so  many  different  contentions  that  we 
finally  decided  we  cannot  rely  on  anybody  but  ourselves,  and  I  am  not 
so  sure  we  can  safely  do  that.  But  we  have  about  decided  that  we  will 
try  to  acquire  enough  expertise  on  these  facts  in  this  committee  that 
we  can  come  up  with  cost  estimates  that  we  believe  can  be  more  accu- 
rate than  yours,  because  we  have  not  been  completely  satisfied  with 
yours.  And  I  am  not  sure  we  are  completely  satisfied  with  anybody 
else's.  We  are  just  trying  to  get  the  facts,  that  is  all. 

Senator  Curtis.  That  is  right,  and  I  think  anybody  here  should  be 
allowed  to  point  out  anything  that  he  thinks  is  pertinent  to  these 
facts  or  the  interpretation  of  them. 

(Information  follows:) 


65-745  O  -  71  -  pt.  1  -  6 
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H.  R.  1   WORK 

INCENTIVES 

July  20,  1971 
Prepared  by: 
Department  of  Health,  Education  and  Welfare 

COMPARISON  OF  BENEFITS  AVAILABLE  FOR  SELECTED 
INCOME-TESTED  PROGRAMS  UNDER  H.R.  1  AND  CURRENT  LAW— 

Explanation  of  Tables 

The  following  tables  present  information  on  how  a  variety  of 
Federal  assistance  programs  directed  toward  the  poor  would 
interact  if  all  benefits  were  being  received  by  a  single  family. 
This  information  was  calculated  at  the  request  of  the  Finance 
Committee  by  the  Department  of  Health,  Education,  and  WelSS. 
To  avoid  misinterpretation  of  these  data,  this  text  and  the  foot- 
notes accompanying  the  tables  must  be  carefully  read    The 
following  points  are  offered  in  an  effort  to  present ' these  tables 
in  the  correct  context. 

1-   The  tables  show  economic  benefits,  not  disposable  in- 
come.  Thus,  fringe  benefits  connected  with  employment  (paid 
vacation,  medical  insurance,  pension  plan,  and  so  on)  are  in- 
cluded, as  are  benefits  m  kind  under  public  programs.   No 
reduction  for  the  Social  Security  payroll  tax  is  shown,  since, 
depending  upon  the  discount  rate  chosen,  discounted  value  of 
future  Social  Security  benefits  for  the  low  income  group  may 
well  exceed  the  present  deductions.   (Nor  has  the  employer's 
contribution  to  Social  Security  been  counted  in  the  fringe 
benefits. )  ^ 

2-   The  tables  distort  the  nature  of  the  work  decision. 
Tne  tables  show  earnings  trom  employment  rising  in  $1,000  inter- 
vals.   All  available  evidence  suggests,  however,  that  the  work 
decision  is  seldom  made  in  such  incremental  terms,  but  rather 
is  generally  in  terms  of: 

going  from  no  work  to  part-time  work; 

no  work  to  full-time  work; 
°   part-time  to  full-time  work;  or 
°   full-time  to  no  work. 

These  employment  statuses  are  noted  on  the  tables,  and  it  is 
these  points  that  should  be  most  carefully  examined. 

3:   The  tables  cannot  adequately  represent  all  the  benefits— 
tmancial,  physical,  social,  psychological— that  may  accrue  from 
employment.   As  earned  income  rises,  other  factors  such  as  level 
of  skill,  responsibility,  personal  satisfaction,  social  standing, 
healthfulness  and  safety  of  work  conditions  also  typically  in- 
crease, resulting  m  additional  qualitative  benefits  which  cannot 
be  shown  here. 
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4.  Discretionary  income  increases  as  income  rises.   At 
the  margin,  the  higher  dollar  income  from  greater  hours  of  work 
may  seem  small  from  some  perspectives.   At  low  income  levels, 
however,  an  income  gain  may  represent  a  more  than  100  percent 
increase  in  discretionary  income  above  the  fixed  expenses  of 
rent,  food,  clothing  and  the  like,  as  compared  with  previous 
discretionary  income.   This  is  the  income  which  may  offer  the 
greatest  incentives  to  low  income  workers. 

5 .  Few  families  can  accumulate  all  these  benefits.   The 
tables  invite  the  reader  to  look  at  the  cumulative  impact  of 
all  these  programs.   In  point  of  fact,  however,  few  families 
can  manage  to  combine  benefits  from  all  these  programs.   For 
example,  less  than  40  percent  of  AFDC  recipients  are  now 
receiving  food  stamps.   It  is  estimated  that  only  7  percent 
of  FAP  eligibles  will  live  in  public  housing.   Hence,  these 
tables  do  not  present  a  correct  picture  of  the  typical  recipient 
family . 

6 .  Losses  in  medical  benefits  have  questionable  impact  on 
work  incentives.   Tables  1-4  show  minimum  incentives  at 

the  point  in  earnings  where  Medicaid  benefits  abruptly  terminate. 
The  suggestion  has  been  made  that  work  incentives  cannot  be  ef- 
fective until  this  Medicaid  notch  is  removed.   While  the  Admin- 
istration has  made  a  proposal  to  eliminate  this  notch,  the 
alleged  work  disincentive  effect  is  of  doubtful  validity  in 
practice.   Few  if  any  workers  would  make  the  judgment  about 
whether  to  work  harder  and  earn  more  based  on  what  would  happen 
to  their  Medicaid  coverage — the  vast  majority  of  full-time 
workers  have  some  health  insurance  available  through  their  em- 
ployment.  The  "notch"  exists  only  when  a  family  member  has  an 
illness  which  causes  him  to  draw  substantial  benefits.   And 
even  in  such  cases,  the  situation  is  usually  unpredictable 
and  would  hardly  have  figured  into  the  employment  decision. 

In  fact,  use  of  the  average  Medicaid  benefit  as  a  standard  is 
misleading  in  and  of  itself.   A  more  accurate  economic  measure 
would  be  the  cost  for  this  family  in  the  private  insurance 
market  to  duplicate  exactly  the  Medicaid  package. 

7.  Choices  must  be  faced.   Finally,  it  must  be  clearly 
understood  that  the  mathematics  of  these  benefit  structures 
presents  a  clear  choice  which  cannot  be  avoided.   Either 
benefit  structures  will  be  scaled  with  earnings,  so  that 
there  are  no  abrupt  terminations  of  benefits  as  earnings  rise, 
or  there  will  be  sudden  work  disincentive  notches.   If  benefit 
structures  are  scaled  with  earnings,  the  reduction  rate  chosen, 
in  combination  with  the  maximum  payment  to  a  family  of  no  earn- 
ings, arithmetically  determines  the  break-even  point  (that  point 
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of  earnings  at  which  benefits  cease).   The  higher  the  breakeven 
point  rises  above  the  poverty  line,  (and  decreasing  the  reduc- 
tion rate  to  increase  work  incentives  raises  this  breakeven 
drastically)  the  more  money  is  spent  on  families  who  are  not 
truly  poor. 

The  reduction  rates  shown  for  H.R.  1  (tables  5-8)  provide 
strong  financial  incentives  to  work — far  superior  to  the 
present  system.   For  example: 


New 


A  woman  required  to  work  irt  :  Wil-      Chi- 

who  accepts  a  part-time  job     Phoenix   mington   •  cago    York 

earning  $2000  a  year  gains:      $2070      $2018    $2410   £2594 

over  her  total  benefits  at  zero  income. 

A  woman  accepts  a  full-time 
job  earning  $4000  a  year 

9ains:  $3223      $3160    $3577   $3727- 


over  her  total  benefits  at  zero  i 


ncome , 


8'   The  public  housing  decision  cannot  be  adequately  repre- 
sented by  these  charts":   While  the  rents  payable  in  public  housing 
with  varying  levels  of  income  are  shown  on  the  charts  and  ex- 
plained in  the  footnotes,  it  is  extremely  misleading  to  talk  about 
a  public  housing  "bonus",  since  the  amount  from  which  rent  is 
deducted  to  get  this  "bonus"  often  bears  little  relation  to  true 
market  value.   The  decision  typically  facing  a  family  in  public 
housing  is  not  acceptance  or  rejection  of  some  mystical  bonus, 
but  rather  whether  or  not  better  housing  is  available  at  affordable 
rents  in  the  private  market. 
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Footnotes  for  Charts  1-4 


1/  Based  on  average  data  for  selected  industries,  as  reported  to  the 
Bureau  of  Labor  Statistics. 

2/  This  is  the  so-called  AFDC  "notch",  wherein  working  women  with 

incomes  above  the  AFDC  need  standard  are  not  eligible  for  supplemen- 
tation despite  the  fact  that  their  total  incomes  may  be  below  the 
AFDC  breakeven  level  for  women  already  receiving  welfare.   If  a 
woman  reduces  her  earnings  below  the  need  standard  she  may  then 
be  eligible  for  supplementation  under  the  $30+1/3  earnings  disre- 
gard rule. 

3/   Food  bonus  based  on  value  of  surplus  commodities  (Phoenix  and 

Wilmington)  or  food  stamp  bonus  (Chicago  and  New  York),  using  local 
eligibility  schedules.   Food  stamp  bonus  is  the  difference  between 
the  coupon  allotment  ($1,272  per  annum  for  a  family  of  four)  and 
the  purchase  price  of  the  coupons. 

4/  Medicaid  benefit  shown  is  the  total  (Federal,  State  and  local) 

average  payment  on  behalf  of  all  AFDC  families  in  the  State.  In- 
dividual families  may  receive  higher  or  lower  amounts,  or  nothing 
at  all,  depending  upon  medical  needs. 

5/  The  amount  shown  is  rent  paid.  The  "fair  market  rental"  (as  de- 
fined in  terms  of  rent  determinations  for  relocation  adjustment 
payments)  in  these  cities  are  listed  below.   The  relationship  of 
these  figures  to  true  market  value  is  tenuous. 

2  bedrooms 

Phoenix $1,560 

Wilmington 1,020 

Chicago 1 ,  920 

New  York  City 1,680 

6/   Illinois  and  New  York  have  medically  needy  programs,  the  income 
limitations  for  which  are  $3,600  net  in  Illinois  and  $5,000  in 
New  York.   Above  these  limits  "spend-down"  provisions  apply,  and 
the  value  of  such  coverage  depends  upon  actual  illness  and  medical 
expenses  incurred  by  the  family. 

7/  Above  continued  occupancy  limits  but  family  may  be  allowed  to  stay, 
at  higher  rents,  if  no  other  housing  is  available. 

8/     Fringe  benefits  are  generally  negligible  for  part  time  work.   Hence, 
no  benefits  are  shown  for  this  earnings  level. 
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Footnotes  for  Charts  5-8 

1/  Based  on  average  data  for  selected  industries,  as  reported  to  the 
Bureau  of  Labor  Statistics. 

2/  The  State  supplemental  payment  is  based  on  the  AFDC  payment  level 
for  a  family  of  four  as  of  January  1971.   The  amounts  shown  assume 
that  the  State  cashes  out  food  stamps  as  provided  for  in  H.R.  1 
and  uses  the  Federal  income  disregards  and  definitions  in 
computing  payments . 

3/  All  tables  assume  that  no  surplus  commodities  will  be' available 
to  these  families.  The  food  stamp  cashout  orovision  of  ri.R.  1 
would  also  serve  to  cash  out  commodities,  since  no  county  car 
have  both  a  food  stamp  and  a  commodity  program. 

4/   This  payment  amount  reflects  die    situation  that  would  result  if 
a  recipient  required  to  register  for  work  refuses  a  job.   The 
Federal  payment  is  reduced  by  $800  from  $2,400  to  $1,600.   The 
State  supplemental  payment  has  been  reduced  proportionately, 
based  on  our  intent  that  the  State  agreement  with  the  Secretary 
for  the  State  portion  of  the  program  include  a  work  refusal 
penalty  proportional  to  that  applicable  to  the  Federal  benefit. 

5/  The  medicaid  benefit  shown  is  the  total  (Federal  and  State) 
average  payment  on  behalf  of  all  AFDC  families  in  the  State. 
Individual  families  may  receive  higher  or  lower  amounts,  or 
nothing  at  all,  depending  upon  medical  needs.   Arizona  has 
no  Medicaid  program. 

6/  Section  209  of  H.R.  1  provides  a  spend-down  for  medicaid 

coverage.   The  value  of  this  coverage  to  families  above  the 
standard  depends  upon  complex  actuarial  factors  which  vary 
from  family  to  family  and  are  thus  not  susceptible  to  being 
shown  in  this  format. 

7/  This  column  shows  the  total  rent  payable  under  the  1971  Housing 
Amendments,  according  to  the  formula: 

Gross  earnings  minus  5%,    minus  another  5%  (assumed  as 
average  of  several  types  of  deductions),  minus  $300 
per  minor  child,  times  20%. 

The  "fair  market  value"  (as  defined  in  terms  of  rent  determinations 
for  relocation  adjustment  payments)  in  these  cities  are  listed 
below.   The  relationship  of  these  figures  to  true  market  value 
is  tenuous . 

2  bedrooms 

Phoenix  $1,560 

Wilmington 1,020 

Chicago 1,920 

New  York  City  ....  1,680 

8/   Fringe  benefits  are  generally  negligible  for  part-time  work. 
Hence,  no  benefits  are  shown  for  this  earnings  level. 
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Number  of  Persons  Eligible  for  Welfare  Benefits 

Senator  Curtis.  I  would  like  to  ask  this  question,  because  I  am  not 
clear  in  my  own  mind.  Last  year,  you  presented  a  bill  referred  to  as  a 
$1,600  program  for  a  family  of  four.  That  is  now  a  $2,400  program. 
Why  does  it  reach  fewer  people  ? 

Secretary  Eichardson.  The  principal  reason  for  that,  Senator,  is 
that  there  lias  been  an  updating  of  the  population  studies  on  which  the 
projections  are  based  and  there  has  been  taken  into  account  in  the  in- 
terval the  effect  of  income  increases  in  determining  eligibility.  This 
results  in  a  reduction  of  about  900,000  in  the  number  of  people  who 
would  be  reached  under  the  program. 

(Additional  material  supplied  by  the  Department  follows :) 

Projected  Persons  Eligible  for  Benefits  to  Families  Under  H.R.  1  Compared 
With  Projections  Under  H.R.  16311,   (91st  Congress) 

If  the  projections  for  persons  eligible  for  benefits  to  families  under  H.R.  1  are 
compared  for  a  common  year  with  the  corresponding  projections  for  last  year's 
House-passed  welfare  reform  bill  (H.R.  16311),  the  national  totals  are  quite 
similar  for  both  bills.  The  figures  from  three  Senate  Finance  Committee  prints 
are  compared  in  the  following  table  for  fiscal  year  1973 : 

PROJECTED  ELIGIBLES  UNDER  THE  FAMILY  PROGRAMS  IN  H.R.  1  AND  H.R.  16311  (91ST  CONG.),  FISCAL  YEAR  1973 

[In  millions] 


Persons  in  families  eligible  for — 

Federal 

Committee  Federal  or  State 

Bin  print  benefits  benefits 


HRl  July  1971 19.4  20.6 

H.R.  16311  (June  revision). June  1970 18.2  20.8 

H.R.  16311  (October  revision) November  1970...  18.2  20.8 


As  the  table  shows,  persons  eligible  for  Federal  benefits  to  families  under  H.R. 
1  in  1973  exceed  the  corresponding  estimates  for  last  year's  bill  by  1.2  million 
people.  While  this  increase  may  not  seem  large  if  one  compares  the  payment  levels 
under  the  two  bills  ($2,400  for  a  family  of  four,  as  compared  with  $1,600  last 
year),  there  are  three  major  differences  in  the  two  bills  which  serve  to  make  the 
size  of  the  populations  covered  by  the  proposed  Federal  family  programs  similar. 
These  different  provisions  are  : 

(1)  a  67  percent  marginal  tax  rate  on  earnings,  rather  than  the  50  percent 
rate  in  last  year's  bill— the  higher  rate  produces  breakeven  incomes  that  do 
not  greatly  exceed,  and  for  families  of  seven  or  more  actually  are  lower  than, 
the  breakeven  incomes  under  H.R.  16311 ; 

(2)  a  different  marginal  benefit  schedule  which  increases  by  only  $200  for 
the  eighth  family  member  and  does  not  increase  at  all  for  additional  mem- 
bers— last  year's  schedule  increased  by  $300  for  the  third  family  member 
and  every  additional  member  thereafter  without  limit ; 

(3)  a  iimitation  on  the  payment  of  very  small  benefit  entitlements  (bene- 
fits amounting  to  less  than  $10  a  month  would  not  be  paid) — this  provision 
eliminates  payments  for  about  200,000  families. 
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The  annual  breakeven  incomes  under  the  two  bills  are  as  follows  : 


Annual  breakeven  incomes 
for  Federal  benefits 


Family  size  "    H.R.  16311 


H.R.  H 


2.... 
3.... 

4_... 
5.... 


--- 


6. 

7. 
8. 
9. 

10. 


$2,  720 

$2,  940 

3,320 

3,540 

3,920 

4,140 

4,520 

4,740 

5,120 

5,190 

5,720 

5,640 

6,320 

5,940 

'  6,920 

5,940 

7,520 

'     5,940 

i  Each  breakeven  point  has  been  reduced  by  $180  to  allow  for  the  exlcusion  of  payments  less  than  $120  ($10  per  month) 

The  projected  eligibles  for  Federal  or  State  benefits  include  persons  not  eligible 
for  Federal  benefits  but  still  eligible  for  State  benefits.  These  figures  are  almost 
identical  for  the  two  bills  (20.8  million  last  year,  20.6  million  this  year).  Tins 
is  not  surprising  since  these  totals  depend  primarily  on  State  breakeven  points 
which  are  in  turn  determined  by  State  AFUC  payment  levels.  The  AFDC  pay- 
ment levels  used  to  make  the  two  estimates  are  quite  similar,  if  not  identical 
for  most  States.  The  estimated  "Federal  or  State"  total  also  depends  somewhat 
on  the  State's  own  estimates  of  future  AFDC  caseloads  and  on  the  factors  used 
to  project  those  caseloads  into  later  years. 

Comparisons  of  caseloads  for  specific  States  is  more  difficult,  because  all  of 
the  estimates  printed  last  year  were  for  fiscal  year  1971,  whereas  the  H.R  1 
estimates  are  on  a  fiscal  year  1973  basis.  The  1971  figures  are  generally  higher, 
since  by  1973  expected  increases  in  income  would  have  reduced  the  working  poor 
eligibles.  The  following  data  make  this  comparison  for  the  State  of  Georgia : 


Persons  in 

families 

d:ii  eligible  for 

8,11  Year  benefits 


h'r'imiT " 1973  730,200 

•'  \li\\ -- 1971  869,000 

H.K.  16311... _ ,1973  1750,000 


1  Projected  based  on  national  projections  used  in  analyzing  last  year's  bill. 

When  compared  for  a  common  year  (1973),  the  estimated  eligibles  under  the 
two  bills  are  quite  comparable.  Of  course,  different  estimates  for  the  States  can 
be  expected  to  vary  more  than  the  national  aggregates  for  two  reasons : 

(1)  the  State  estimates  are  very  sensitive  to  State  AFDC  projections,  and 
these  projections  can  change  considerably  as  State  expectations  change ; 

(2)  the  distribution  of  the  working  poor  population  by  State  is  necessarily 
rough,  since  the  only  source  of  data  from  which  working  poor  estimates  can 
be  made  is  the  annual  Census  Bureau  survey  of  50,000  households,  a  sample 
size  too  small  to  yield  very  detailed  results. 

Senator  Curtis.  Well,  I  still  cannot  quite  understand  it.  Here  if  we 
have  a  basic  benefit  of  $2,400  for  a  family  of  four  if  they  do  not  earn 
anything,  and  then  it  tapers  out  if  they  earn  something;  I  cannot  un- 
derstand how  that  reaches  fewer  people — how  that  reaches  fewer  peo- 
ple than  if  you  go  on  up  the  line  and  reach  all  families  that  do  not 
have  $2,400. 

Secretary  Richardson.  Well,  you  understand,  Senator,  that  the  dif- 
ference m  the  so-called  break  even,  or  the  cutoff  point  beyond  which  a 
family  would  not  be  eligible,  has  been  changed  only  a  comparatively 
small  amount. 
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But  the  actual  increase  in  the  break-even  point  from  $3,920  under 
last  year's  bill  to  $4,140  in  this  year's  bill  is  the  key  number  that  de- 
termines the  number  of  people  who  would  be  reached. 

But  there  is  another  offsetting  provision  of  this  year's  bill,  which 
the  number  of  eligible  persons.  The  maximum  on  family  size  has  the 
consequences  of  establishing  a  lower  breakeven  for  large  families. 

For  example,  in  the  case  of  H.K.  16311,  the  break  even  for  a  family 
of  10  would  have  been  $7,520.  This  year,  no  matter  how  large  the 
family,  the  break  even  is  $5,940.  So  in  effect,  then,  families,  no  matter 
how  large,  with  incomes  above  $5,940  would  not  be  in  the  program. 
So,  if  you  take  the  three  things  together  that  I  have  described — the 
slight  increase  in  the  break  even,  the  updating  of  projections  conse- 
quent upon  income  shifts  in  the  meanwhile,  and  the  maximum  on 
family  size,  the  result  is  this  reduction  in  number  of  people. 

Senator  Curtis.  I  am  not  doubting  what  you  say,  but  I  still  have 
a  hard  time  understanding  it.  If  we  were  to  take  all  the  people  in  this 
room  and  say  to  them,  if  you  do  not  have  $1,600  in  your  checking  ac- 
count, we  will  raise  your  basic  amount  up  to  that,  and  then  somebody 
else  would  say,  well,  we  will  raise  your  basic  up  to  $2,400,  I  cannot 
understand  why  the  $1,600  floor  would  reach  more  people  than  $2,400. 

Secretary  Richardson.  Well,  if  you  were  to  stop  there,  of  course, 
the  result  of  the  $2,400  benefit  would  reach  much  larger  numbers  of 
people.  As  the  House  committee  has  pointed  out  in  its  report,  as  you 
add  $100  to  the  basic  benefit,  you  add  about  300,000  families  to  the 
rolls  and  the  further  up  the  minimum  benefit  goes,  the  higher  pro- 
portionately the  number  of  people  who  would  be  added.  But  the  de- 
termination of  the  number  of  people  on  the  rolls  in  this  program  is 
a  function  of  only  one  number — the  breakeven  point. 

State  .Supplementary  Payments 

Senator  Curtis.  And  in  this  bill,  you  are  not  going  to  share  any  of 
the  costs  of  what  States  pay  as  a  supplement? 

Secretary  Richardson.  That  is  right.  We  think,  as  I  said  in  my 
statement,  that  quite  apart  from  any  other  consideration,  this  has  the 
desirable  result  of  defining  the  Federal  role  as  establishing  a  uniform 
minimum  level  of  benefits,  and  then,  permitting  the  States  to  share  in 
the  total  burden  in  whatever  way  they  believe  is  desirable,  provided 
only  that  they  not  undercut  the  work  incentive  provisions  in  the  Fed- 
eral program. 

Comparison  of  Cost  or  Last  Year's  and  This  Year's  Welfare 

Proposals 

Senator  Curtis.  Now,  in  your  statement,*  you  had  a  comparison  of 
current  law  with  H.R.  1.  I  notice  there  that  you  compared  the  esti- 
mated cost  of  the  current  law  for  1973,  but  in  your  figure  for  H.R.  1, 
you  took  the  year  1971.  Why  is  that  ? 

Secretary  Richardson.  The  top  line  indicates  that  the  costs  are  all 
projected  for  fiscal  1973.  The  July  1971  date  simply  means  H.R.  16311. 
But  all  the  costs  in  the  case  of  the  current  law,  are  projected  in  accord- 


*See  table,  p.  38. 
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16311  Tnd  wS  wi  alte™at™  rate£ Lof  growth;  in  the  case  of  H.K. 
Sw       ' the j^^dology  of  projection  was  stated  in  commit- 
tee prints  last  year  and  has  been  used  again  this  year  with  only  the  mod- 

sus  ckta.  g    "°m  te  faCt  that  We  n°W  have  more  ade<*uate  c^ 

Effective  Date  of  Welfare  Proposals 

Senator  Curtis.  Well,  if  H.E.  1  were  to  be  enacted  this  calendar 
year,  when  would  it  go  into  effect  ? 

Secretary  Richardson.  It  would  go  into  effect  depending  on  the 
groups  covered *  .         s 

Senator  Curtis.  I  mean  the  family  assistance  plan. 

Secretary  Richardson  (continuing).  At  different  stages.  Some  of 
the  provisions  not  enlarging  the  rolls  would  go  into  effect  immediately. 
Ihe  provision  establishing  uniform  minimum  benefits  for  the  adult 
categories  would  go  into  effect  on  January  1, 1973 

Mr.  Veneman.  July  1,  1972,  for  the  adults  and  the  AFDC  families 
i  iStary  Richardson.  Under  Secretary  Veneman  corrects  me :  July 
1,  1J72,  except  for  the  working  poor,  who  would  come  in  6  months 
later,  January  1, 1973. 

Senator  Curtis.  I  am  afraid  my  time  has  gone  over.  I  will  ask  one 
more  question  and  you  can  supply  the  answer  for  the  record. 

Desertion  by  Working  Fathers  in  Order  for  Their  Families  to 

Receive  Assistance 

In  your  statement  you  referred  to  working  fathers  deserting.  I 
would  like  to  have  you  place  in  the  record  any  statistics  that  you  have 
on  working  fathers  deserting  in  order  to  get  their  families  on  assistance. 

Secretary  Richardson.  We  will  be  glad  to  do  that  and  may  we  also 
insert  for  the  record  at  an  earlier  point  a  more  detailed  response  to 
your  question  about  this  change  in  numbers?  We  have  a  paper  already 
written  on  that  which  could  be  inserted  at  that  point. 

Senator  Curtis.  Surely.* 

(Additional  material  supplied  by  the  Department  follows:) 


Desertion   in   AFDC   Families 


Table  l  confirms  the  fact  that  desertion  has  become  an  increasingly  sprint 
problem  in  AFDC  families.  Tables  2,  3,  and  4  show  the  charStSS  of  AFDC 

f       e'r  dnapnto  tVr    ^  ^  ^^  °f  the  AFDC  caseload  had  an  ^ent 
father  due  to  desertion  or  unmarried  parenthood.  Since  in  the  majority  of  States 

n?^   iV111  bG /.nai\cially  better  of  if  an  unemployed  father  deserts  his  wife 
and  children,  and  in  almost  all  States  a  family  will  be  financially  better  off  if  a 

lisp's  Tfn\vLn     TwS  l0W  WageS  deSerts  his  family'  the  question  naturally 
arises  as  to  whether  AFDC  is  a  cause  than  a  consequence  of  desertion 

nS?PAaf!      ,      &S  have  made  a  theoretical  case  for  a  casual  relationship, 
uaniel  P.  Moynihan  writes,  for  example  : 


"*       $       # 


the  poor  of  the  United  States  today  enjoy  a  quite  unprecedented  free- 
dom t<>  abandon  their  children  in  the  certain  knowledge 'that  society  will carl  >  for 

iecLnt  sfand^V,8"1*1'*'  J?  8  StatG  T11  aS  New  York'  to  care  for  them  b?  1«ite 
choose.  In  iSS V  V  m0W'  a  workin8--class  or  middle-class  American  who 
chooses  to  leave  hls  family  is  normally  required  first  to  go  through  elaborate 


*See  p.  85. 
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legal  proceedings  and  thereafter  to  devote  much  of  his  income  to  supporting 
them.  Normally  speaking,  society  gives  him  nothing.  The  fathers  of  AFDC  fam- 
ilies, however,  simply  disappear.  Only  a  person  invincibly  prejudiced  on  behalf 
of  the  poor  would  deny  that  there  are  attractions  in  such  freedom  of  movement." 

There  are  also  several  analyses  which  have  attempted  to  document  the  rela- 
tionship. A  recent  dissertation  by  Marjorie  Hanson  Honig  at  Columbia  University 
used  econometric  techniques  based  on  cross-section  data  of  the  AFDC  program 
in  1950  and  1960  in  large  cities  to  state,  among  other  conclusions,  that  increased 
welfare  benefits  created  "welfare-induced  desertions  of  males"  in  both  black 
and  white  families.  Evidence  documenting  a  casual  relationship,  however,  is 
scanty.  While  cases  opened  as  a  result  of  desertion  in  California  decreased  by 
2.7  percent  between  1967  and  1969  after  institution  of  the  unemployed  fathers 
program,  desertion  continued  to  increase  in  New  York  over  the  same  period. 

While  evidence  to  establish  that  the  flawed  AFDC  structure  in  fact  causes  de- 
sertion is  tenuous,  it  is,  on  its  face,  bad  public  policy  to  provide  financial  incen- 
tives for  a  father  to  desert  his  family,  and  thus  to  reward  dependency-creating 
behavior.  Coverage  of  the  working  poor,  and  the  move  toward  treating  male  and 
female  headed  families  equally,  is  a  strong  first  step  to  correcting  the  inequity. 
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TABLE   1 

NUMBER   OF  CHILDREN   RECEIVING    AID  TO   FAMILIES  WITH   DEPENDENT 

CHILDREN  MONEY   PAYMENTS  BY   STATUS   OF   FATHER, 

JUNE  OF  SELECTED  YEARS,  1940   TO  DATE 


MILLIONS  OF  CHILDREN 
3.25 


3  00 


2.75 


2.50 


225 


2.00 


I  73 


ISO 


1.25 


1.00 


1940 


1969 
HCW-SRS-NCSa  tu  *r 
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TABLE  2_AFDC  FAMILIES  BY  STATUS  OF  FATHER,  1969 


Status 


Number 


Percent 


Absent  from  the  home: 

Divorced 223,600 

Legally  separated 45,200 

Separated  without  court  decree 177,500 

Deserted 258,900 

Not  married  to  mother 454,800 

In  prison 42,100 

Absent  for  another  reason 26,700 

Subtotal 1,228,800" 

Other  status: 

Stepfather  case 30,400 

Children  not  deprived  of  support  or 

care  of  father,  but  of  mother 14,400 

Not  reported 200 


13.7 

2.8 

10.9 

15.9 
27.9 

2.6 
1.6 


75.4 


1.9 

.9 
C) 


1  Less  than  0.05. 


TABLE    3  -AFDC   FAMILIES   BY   WHEREABOUTS  OF  FATHER, 

1969 


Whereabouts  Number 

Total 1,630,400 

In  the  home 297,500 

In  an  institution: 

Mental  institution 6,900 

Other  medical  institution 6,200 

Prison  or  reformatory 53,500 

Other  institution 1,300 

Not  in  the  home  or  an  institution;  he  is 
residing  in: 

Same  county 311 ,300 

Different  county;  same  State 86,200 

Different  State  and  in  the  United 

States 128,100 

A  foreign  country 18,000 

Whereabouts  unknown 630,600 

Inapplicable  (father  deceased) 90,800 


Percent 


100.0 


18.2 

.4 

.4 

3.3 

.1 


19.1 
5.3 

7.9 

1.1 

38.7 

5.6 
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TABLE  4-AFDC  FAMILIES  IN  WHICH  FATHER  IS  ABSENT 
BECAUSE  OF  DIVORCE,  SEPARATION,  OR  DESERTION,  BY 
TIME  FATHER  LAST  LEFT  HOME,  1969 


Time  Number  Percent 


Total 1,630,400 


Absent  because  of  divorce,  separation, 

or  desertion 705,200  100.0 

This  year .'.  39,800  5.6 

1  year  ago 124,900  17.7 

2  years  ago  94,000  13.3 

3  years  ago  76,200  10.8 

4  years  ago  54,300  7.7 

5  years  ago  50,400  7.1 

6  years  ago  39,900  5.7 

7  years  ago 34,500  4  9 

8  years  ago  29,900  4.2 

9  years  ago  24,900  3.5 

10  years  ago  20,800  2  9 

11  years  ago   18,700  2.7 

12  years  ago 14r80o  2.1 

13  years  ago     13,000  1.9 

14  years  ago     10,300  1.5 

15  years  ago          ;        8i000  1.1 

6ye.irsago 5  100  7 

17  years  ago 7,000  •   1.0 

18  years  ago           2,700  4 

19  years  ago     •  it700  .2 

20  yejrs  ago 400  ? 

Unknown             .....  33  900  4  8 

Not  absent  because  of  divorce,  sepa- 

ration,  or  desertion  925,000 

Unknown  .     200  
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The  Chairman.  Senator  Miller  % 

Senator  Miller.  Thank  you,  Mr.  Chairman. 

First  of  all,  Mr.  Chairman,  I  ask  unanimous  consent  that  table  No. 
2,  commencing  on  page  26  of  the  Finance  pamphlet,  entitled  "Welfare 
Programs  for  Families,"  be  inserted  in  the  record  at  this  point. 

The  Chairman.  Without  objection. 

(The  table  referred  to  follows :) 

TABLE  2 -PROPORTION  OF  POPULATION  RECEIVING  WELFARE  UNDER  CURRENT  LAW  AND  PROPORTION 
TABLt  *0frg;™;Y0N  EUG|BLE  F0R  BENEFITS  UNDER  H.R.  1  BY  STATE,  FISCAL  YEAR  1973 

[Persons  in  thousands] 


Civilian 

resident 

population, 

1973 


Federally  aided  welfare 

recipients,  current  law, 

fiscal  year  1973 


Persons  eligible  for  welfare 

benefits  under  H.R.  1, 

fiscal  year  1973 


Alabama ••■  3^9.5 

Alaska...  N „  353.7 

Arizona T  qrr'f; 

Arkansas oi'n^n 

California  23,052.0 

Colorado I'lll  a 

Connecticut • coi  q 

Delaware 5o}'q 

District  of  Columbia .  (34.J 

Florida 8,195.3 

Georgia 4,914.6 

Hawaii 840.7 

Idaho ,,  720.8 

Illinois ".643.9 

Indiana . . , 5,503.8 

Iowa 2,813.0 

Kansas 2,252.8 

Kentucky 3,247.4 

Louisiana V»" 

Maine 982.7 

Maryland ^0-4 

Massachusetts 5,9  90.7 

Michigan f,504.7 

Minnesota 4,034.5 

Mississippi 2,145.4 

Missouri 4'§oi-2 

Montana ,  68/.3 

Nebraska 1'5S§'? 

Nevada 692.1 

New  Hampshire 815.5 

New  Jersey 7,§92  ^ 

New  Mexico ,  i'SSM? 

NewYork 1§,929.5 

North  Carolina 5-?73.2 

North  Dakota 597.6 

Ohio 11,160.3 

Oklahoma JvSI3,-0, 

Oregon 2,282.2 

Pennsylvania ll'?i§-2 

Rhode  Island 968.5 

South  Carolina 2,§?4f 

South  Dakota Arnan 

Tixasessee ::::■:::::  S? 

ulah ::::::::::::::::::::::::::: 1.179-9 

Vermont ,. 474.3 

Virginia 5-25IZ 

Washington ?'Z5§-9 

West  Virginia J .600.6 

Wisconsin 4,678.6 

Wyoming 327.5 

Guam.    , 104.0 

Puerto  Rico 2,?55'A 

Virgin  Islands 1°0-9 

Total 220,106.1 


Number 


Percent 


Number 


Percent 


408.2 

16.4 

97.7 

149.0 

2,335.6 

146.2 
141.5 
36.1 
101.7 
449.9 

485.1 

43.8 

30.6 

639.5 

168.1 

116.2 
104.0 
259.8 
473.3 
91.9 

217.5 
417.5 
517.5 
159.5 
269.4 

332.3 

26.0 
57.5 
23.1 
30.9 

517.6 

100.1 

1,550.0 

248.2 

20.4 

523.7 
218.6 
138.1 
880.2 
68.2 

142.3 

32.4 

358.1 

771.6 

57.6 

25.1 
185.4 
217.2 
128.1 
138.2 

13.7 

2.8 

339.1 

2.6 


11.8 

4.6 

4.5 

7.6 
10.1 

5.8 
4.2 
5.8 
13.8 
5.0 

9.9 
5.2 
4.2 
5.5 
3.1 

4.1 
4.6 
8.0 
12.5 
9.4 

4.8 
7.0 
5.4 
4.0 
12.6 

6.8 
3.8 
3.8 
3.3 
3.8 

6.6 
9.7 

8.0 
4.7 
3.4 

4.7 

8.3 
6.1 
7.4 
7.0 

5.4 
5.1 
8.9 
6.4 
4.9 

5.3 
3.7 
5.8 
8.0 
3.0 

4.2 

2.7 

11.5 

2.6 


761.9 

25.3 

163.2 

404.5 

2,444.4 

190.6 
200.2 
58.5 
144.9 
917.6 

961.0 

63.0 

52.4 

959.4 

355.4 

241.7 
234.1 
621.0 
823.7 
131.0 

388.5 
536.3 
841.7 
346.1 
626.3 

555.5 
51.8 

124.3 
37.8 
49.1 

603.3 

144.1 

2,067.2 

821.6 

58.4 

928.7 
400.7 
203.5 
1,267.5 
103.4 

466.8 
76.8 

830.4 

1,571.3 

95.3 

44.8 
566.5 
276.8 
326.8 
311.7 

23.3 

3.5 

995.8 

3.9 


15,025.1 


6.8       25,503.3 


22.1 

7.1 

7.6 
20.7 
10.6 

7.5 

6.0 

9.4 
19.7 
11.2 

19.6 
7.5 
7.3 
8.2 
6.5 

8.6 
10.4 
19.1 
21.7 
13.3 

8.6 
9.0 
8.9 
8.6 
29.2 

11.5 
7.5 
8.2 
5.5 
6.0 

7.6 

14.0 

10.9 

15.6 

9.8 

8.3 

15.3 

9.0 

10.6 

10.7 

17.8 
12.0 
20.6 
13.0 
8.1 

9.4 
11.4 

7.4 
20.4 

6.7 

7.1 

3.4 

33.7 

3.9 

11.6 
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Senator  Miller.  Mr.  Secretary,  I  am  referring  to  this  table— I  do 
not  believe  you  have  it  before  you. 

The  Chairman.  If  you  will  hold  on  a  minute,  I  will  provide  him 
with  a  copy  of  it. 

What  page  are  you  looking  at  ? 

Senator  Miller.  Page  26. 

Number  of  Persons  Eligible  for  Welfare  Under  H.R.  1 

This  table  in  a  nutshell  shows  us  what  would  happen  under  H.R.  1 
for  fiscal  1973  compared  to  what  would  happen  under  present  law  for 
fiscal  1973  with  respect  to  welfare  eligibility.  I  note,  for  example,  that 
in  the  case  of  the  State  of  Alabama,  11.8  percent  of  the  population  of 
that  State  would  be  recipients  under  present  law,  whereas  under  H.R. 
1,  22.1  percent  would  be  eligible  for  benefits.  The  number  would  in- 
crease from  408,200  to  761,900.  In  the  case  of  Arkansas,  the  proportion 
oi  the  population  would  increase  from  7.6  percent  to  20.7  percent,  an 
increase  m  the  number  from  149,000  to  404,500. 

In  the  case  of  the  District  of  Columbia,  the  percentage  would  in- 
crease from  13.8  percent  to  19.7,  an  increase  from  101,700  to  144,900. 
In  the  case  of  Georgia,  the  percentage  would  go  up  from  9.9  percent 
to  19.6  percent,  485,100  to  961,000. 

In  the  case  of  Kentucky,  the  percentage  would  go  from  8  percent  to 
19.1  percent,  an  increase  from  259,800  to  621,000;  in  the  case  of  Louisi- 
ana, the  percentage  would  go  from  12.5  percent  to  21.7  percent,  an  in- 
crease from  473,300  to  823,700. 

In  the  case  of  Mississippi,  the  percentage  would  go  from  12.6  percent 
to  29  2  percent,  an  increase  from  269,400  to  626,300;  in  the  case  of 
JSorth  Carolina,  the  percentage  would  go  from  4.7  percent  to  15.6  per- 
cent, from  248,200  to  821,600. 

In  the  case  of  South  Carolina,  the  percentage  would  climb  from  5  4 
percent  to  17.8  percent,  an  increase  from  142,300  to  466,800.  In  the  case 
of  lennessee,  the  percentage  would  climb  from  8.9  percent  to  20  6  per- 
cent, an  increase  from  358,100  to  830,400. 

In  the  case  of  West  Virginia,  the  percentage  would  climb  from  8  0 
percent  to  20.4  percent,  an  increase  from  128,100  to  326,800.  And 
finally,  m  the  case  of  Puerto  Rico,  the  percentage  would  go  from  11  5 
percent  to  33.7  percent,  an  increase  from  339,100  to  995,800. 

Now,  Mr.  Secretary,  the  figures  under  last  year's  bill  were  somewhat 
comparable,  and  I  recall  that  at  the  time  you  appeared  before  the 
committee,  I  suggested  to  you  that  one  of  the  major  concerns  of  most 
of  the  members  of  the  committee,  at  least  in  my  observation,  was  this 
tremendous  increase  of  people  eligible  for  welfare.  I  suggested  that,  or 
I  requested  that  you  have  your  people  review  this  bill  and  come  up  with 
some  alternatives  which  would  enable  this  dramatic  increase  in  per- 
centage and  coverage  to  be  reduced  somewhat.  And  you  indicated  that 
you  would  do  so. 

A  few  weeks  later,  I  received  some  revised  coverage  figures  and 
they  indicated  an  improvement,  And  I  asked  what  was  the  alterna- 
tive that  had  been  developed  to  do  this  and  the  answer  was  that  you 
had  not  changed  anything  in  the  bill,  but  your  estimators  had  guessed 
that  there  would  not  be  as  many  people  who  would  actually  receive 
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the  welfare  as  who  would  be  eligible.  I  do  not  recall  what  percent 
reduction  you  used  in  that  guess,  but  that  was  the  guess  that  you 
came  up  with. 

So,  I  asked  your  people  to  do  some  more  work  on  it  and  at  about 
the  time  of  the  San  Clemente  conference  I  received  a  tabulation  indi- 
cating that  by  using  a  relatively  unsophisticated  method  of  changing 
the.  benefits  based  upon  cost-of-living  differentials  as  to  whether  or 
not  a  welfare  family  would  be  in  a  metropolitan  area  or  in  a  non- 
metropolitan  area,  the  figures  would  be  reduced  somewhat  and  the 
savings  would  be  in  the  neighborhood  of  a  billion  dollars. 

Now,  I  must  tell  you  again  that  I  think  that  if  I  detect  the  feelings 
of  most  of  the  members  on  this  committee,  this  is  one  of  the  major 
hangups  that  H.R.  1  is  going  to  have  in  the  Finance  Committee.  It  is 
a  hangup  not  only  with  respect  to  the  taxpayers  of  the  country,  but 
it  is  a  hangup  with  respect  to  the  individuals  within  a  State  where  we 
have  such  a  dramatic  increase.  In  fact,  a  comment  from  a  very  high 
official  from  Puerto  Rico  early  this  year  was  that  "we  do  not  want 
aiw  part  of  this,  because  if  you  put  33.7  percent  of  the  people  in 
Puerto  Rico  in  a  category  of  being  eligible  for  welfare,  it  will  ruin 
the  character  of  our  people." 

Regional  Cost-of-Living  Differentials 

Now,  as  you  know,  I  have  been  advocating  that  regional  cost-of- 
living  differentials  be  cranked  into  this.  I  cannot  for  the  life  of  me 
justify  paying  a  family  on  welfare  in  New  York  City  the  same  amount 
as  a  similar  family  in  some  little  town  down  in  Alabama  or  Mississippi 
or  Puerto  Rico.  I  think  it  is  inequitable.  And  I  think  that  we  need 
to  do  something  about  this  problem  that  I  have  presented  here. 

I  again  ask  you  if  you  will  be  good  enough  to  have  your  people 
come  up  with  something  by  way  of  changes  in  the  bill — I  am  not  talk- 
ing now  about  estimates  of  how  many  will  not  ask  for  welfare,  I  am 
talking  about  changes  in  the  bill  itself  which  will  enable  us  to  do 
something  about  this  problem.  And  I  want  you  to  know,  as  I  have 
said  before,  I  favor  the  concept  of  doing  something  to  help  the  work- 
ing poor  and  I  know  that  that  is  where  a  lot  of  this  comes  from.  But 
I  think  there  has  to  be  something  done  to  prevent  a  third  of  the 
people  in  Puerto  Rico  and  20  percent  in  several  other  States,  almost 
a  third  of  the  people  in  some  of  the  others,  from  being  in  the  cate- 
gory of  being  eligible  for  welfare  assistance. 

If  you  have  a  comment,  I  would  appreciate  it. 

Secretary  Richardson.  I  thank  you  very  much,  Senator  Miller.  I 
have  several  comments. 

One,  the  Department  of  HEW  has,  as  you  know,  worked  with  you 
in  an  effort  to  deal  with  the  problem.  It  is  an  inherently  difficult  one, 
because  the  primary  contributor  to  the  increased  numbers  that  you 
read  into  the  record  is  the  result  of  the  judgment  that  the  integrity 
of  the  work  incentives  inherent  to  the  program  depends  upon  the  ex- 
tension of  coverage  to  the  working  poor. 

Now,  yon  could  reduce  that  number  somewhat  by  excluding  from 
coverage  those  who  would  receive  very  small  or  relatively  small 
amounts  supplementing  their  income.  One  change  I  should  have  pointed 
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out  to  Senator  Curtis  that  also  contributes  to  the  reduction  in  num- 
bers rrom  the  coverage  of  last  year  to  this  year  is  that  the  bill  ex- 
cludes families  whose  benefits  would  amount  to  $10  a  month  or  less. 
I  his  accounts  for  191,000  families  who  are  not  in  the  program  this  year 
who  would  have  been  if  the  program  paid  down  to  the  last  penny. 
iNow,  you  could  reduce  the  number  further  by  increasing  the  amount 
that  would  be  disregarded,  of  course,  but  this  would  create  a  notch. 

lnen  the  point  we  emphasize  again  this  year  is  that  differentials  in 
the  cost  of  living  would  be  met  to  a  very  large  extent  by  the  expecta- 
tion that  the  States  will  continue  to  supplement  the  basic  benefits. 
g  ^only  benefit  were  $2,400  in  New  York  and  $2,400  in  the  Deep 
South,  then  there  would  be  a  failure  to  reflect  real  differences  in  costs 
ol  livmg.  But  the  program  anticipates  that  New  York  will  continue  to 
supplement  the  $2,400  up  to  the  present  payment  level,  whereas  in 
Mississippi  the  $2,400  would  be  the  total  amount  received  by  a  family 
ol  lour  where  no  one  was  working. 

So  there  is  the  opportunity  to  reflect  differentials  in  the  cost  of  living 
m  the  supplement.  . 

Senator  Miller.  Could  I  make  a  comment  at  that  point  ? 

We  went  into  this  last  year  and  on  analysis,  for  example,  in  the 
case  of  New  York  State,  I  found  that  the  only  refinement  that  the 
State  ol  New  York  makes  with  respect  to  that  point  you  have  just 
mentioned  was  that  they  divide  the  States  into  two  categories- 
Metropolitan  New  York  and  .two  or  three  adjacent  counties,  and  the 
rest  of  the  State. 

Now,  I  must  say  that  that  does  not  fit  my  idea  of  differences  in  cost 
ol  living  that  are  equitable  among  the  people  in  the  State  of  New 
l  ork  So,  I  do  not  believe,  and  I  do  not  know  of  any  other  State— there 
may  be  one  or  two— that  makes  some  differential  between  the  metro- 
politan area  and  the  nonmetropolitan  area,  that  the  States  are  doing 
a  job  on  this.  I  do  not  think  they  have  the  resources  to  do  it. 

The  only  level  of  government  that  has  the  resources  to  do  a  so- 
phisticated job  of  analyzing  differences  in  cost  of  living  within  a 
State  as  between  a  metropolitan  area,  a  smaller  metropolitan  area, 
a  rural  area,  or  within  a  region,  is  the  Federal  Government  of  the 
United  States. 

I  do  not  believe— in  fact,  I  know— that  there  aren't  any  States  that 
make  supplementation  payments  that  are  anywhere  near  geared  to 
differences  in  cost  of  living,  and  there  is  only  one  level  of  government 
that  can  provide  the  uniform  aid  necessary  to  achieve  equity  in  this 
respect. 

This  happens  to  be  the  Federal  Government.  So  I  do  not  think  this 
State  supplementation  answer  is  going  to  get  the  job  done  that  we 
need  to  get  done,  from  the  standpoint  of  equity  alone. 

Secretary  Richardson.  I  appreciate  the  force  of  the  point  you 
make,  Senator,  but  there  remains,  as  we  have  discussed  with  you  in 
the  past,  the  inherent  problems  arising  from  the  limitations  of  exist- 
ing data.  We  have  been  into  this  with  the  Bureau  of  Labor  Statistics, 
and  the  problem  is  in  part  that  there  do  not  exist  at  the  moment 
accurate  means  of  measuring  area  cost  differentials. 

In  any  case,  it  has  to  be  pointed  out  that  the  problem  we  are  deal- 
ing with  here  is  only  secondarily  a  problem  of  differentials  in  the 
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cost  of  living.  It  is  a  problem  in  large  part  of  differences  in  expecta- 
tions or  standard  of  living.  It  has  been  pointed  out  that  the  cost  of 
living,  for  example,  in  Puerto  Rico  is  at  least  as  high  as  it  is  in  the 
continental  United  States  although  the  data  are  inadequate.  Some 
have  argued  that  it  is  higher. 

Yet  even  to  peg  the  benefit  levels  in  Puerto  Rico  as  they  would  be 
in  this  bill 

Senator  Miller.  If  I  may  interrupt  at  this  point,  Mr.  Secretary, 
I  understand  very  well  that  the  cost  of  living  in  San  Juan  is  high. 
But  outside  of  San  Juan  it  is  very,  very  low,  and  anybody  who  has 
traveled  around  the  island,  as  I  have,  knows  this. 

So  I  think  there  again,  to  be  fair  within  the  confines  of  Puerto 
Rico,  you  would  have  to  make  a  differentiation  between  San  Juan 
and  environs  and  outside  of  San  Juan.  You  might  even  have  to  make 
a  further  differentiation  between  one  or  two  other  cities  like  Ponce 
and  the  rural  areas,  most  of  which  are  very  small  villages  and  rural 
areas. 

Secretary  Richardson.  I  would  suggest,  Senator,  that  these  dif- 
ferences are  not  so  much  differences  in  cost  as  they  are  standard  of 
living.  In  any  case,  the  bill  arrives  at  33  percent  of  the  population 
receiving  some  benefits  in  Puerto  Rico  by  providing  that  the  benefit 
level  in  Puerto  Rico  would  bear  the  same  ratio  to  per  capita  income 
as  the  $2,400  does  to  per  capita  income  in  the  lowest  income  State  in 
the  continental  United  States. 

One  could  adjust  it  either  way.  It  has  been  urged  by  others,  in- 
cluding Senator  Ribieoff,  that  the  benefit  level  for  Puerto  Rico  be 
very  substantially  increased. 

In  any  event,  the  problem  is,  taking  the  illustration  you  have  used 
as  between  Ponce  and  rural  areas  of  Puerto  Rico,  how  you  derive 
adequate  measures  of  assistance.  We  have  said  to  you  in  the  past  and 
we  would  again,  that  we  would  be  glad  to  undertake  the  development 
of  such  yardsticks  and  to  accept  as  part  of  the  legislation  itself  a 
mandate  to  do  this. 

Senator  Miller.  I  have  no  further  questions. 

Senator  Bexxett.  Mr.  Chairman,  may  I  have  a  question  at  this 
point  ? 

The  Chairman.  Yes. 

Senator  Bexxett.  Is  there  in  existence  in  any  other  agency  of  the 
Government — the  Bureau  of  Labor  Statistics  or  any  agency — a  chart 
which  now  shows  the  Federal  concept  of  differences  in  cost  of  living  by 
regions  or  by  areas,  by  marketing  areas,  or  anything  else? 

Is  there  something  now  in  existence  that  we  could  have  to  look  at? 

Secretary  Richardson.  We  would  be  glad  to  provide  what  there  is. 
It  is  not  cut  as  fine  as  Senator  Miller  would  like  to  have  it  for  purposes 
of  his  proposal  to  differentiate  benefit  levels.* 

The  cost-of-living  index  does  not  show  variations  in  cost-of-living 
levels  as  between  urban  and  rural  areas  in  different  parts  of  the  coun- 
try, no  matter  how  measured,  as  wide  as  the  present  variance  in  bene- 
fit levels.  The  variance  now  is  three  and  a  half  to  one  between  the  high- 
and  the  low-benefit  level  States.  It  would  be  narrowed  by  the  establish- 
ment of  the  $2,400  minimum.  But  if  you  rely  on  the  cost-of-living 


*See  appendix  A,  pp.  327-339. 
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data,  no  matter  how  obtained,  you  would  be  squeezing  the  range  much 
more  than  this  bill  does. 

Now,  if  you  are  going  to  do  that,  you  presumably  are  going  to 
have  to  raise  the  lower  end  of  the  scale  closer  to  the  higher  end.  The 
result  of  this,  of  course,  would  be  very  radically  increased  costs  of  the 
program,  since,  as  I  pointed  out  earlier,  the  result  of  increasing  the 
basic  benefit  by  $100  is  to  add  300,000  families.  Addition  of  $100  of 
basic  benefit  raises  the  break-even  point  by  $150,  increases  the  cost 
by  over  $500  million  per  year,  and  increases  the  number  of  eligible 
families  by  300,000.  The  cost  of  such  increases  in  general  gets  pro- 
gressively higher ;  that  is,  each  additional  $100  in  the  basic  benent-costs 
more  than  the  preceding  one.  The  reason  for  this  effect  is  quite  simple : 
there  are  more  families  with  earnings  in  each  higher  $100  interval. 
This  effect  would  continue  until  the  level  of  the  break-even  point 
exceeded  the  average  family  earnings  for  the  whole  Nation. 

And,  of  course,  this  is  a  problem  fundamental  also  to  any  proposals 
to  increase  benefits.  The  result  is  the  one  you  see  reflected  in  H.R.-  1 
which  provides  a  basic  minimum  level  but  contemplates  supplementa- 
tion in  the  higher  income  States. 

Senator  Miller.  Would  the  Senator  yield  at  that  point  ? 

Senator  Bennett.  That  is  the  answer  to  my  question.  I  yield. 

Senator  Miller.  I  think  I  can  add  to  the  answer.  Last  year,  I  did 
go  down  to  the  Bureau  of  Labor  Statistics  and  obtain  this  sheet,  which 
I  think  the  committee  staff  has  and  which  the  Secretary  could  provide 
for  the  record,  showing  the  degree  to  which  they  have  analyzed  the 
cost-of-living  differentials  around  the  country.  It  is  rather  extensive. 
It  does  not  go  into  the  sophistication  that  I  think  it  can  go  into  and 
which  I  hope  ultimately  they  will  go  into,  but  it  does  provide  a  very 
significant  difference  that  could  be  applied  to  this  bill,  certainly  in 
its  early  stages. 

You  will  find  that  it  sets  forth  differences  between  Chicago  and 
New  York  among  the  cities,  and  I  think  that  it  would  be  a  very  useful 
tool  to  use  as  an  approach  in  the  beginning. 

BLS  is  capable  of  greater  sophistication  on  this  point  to  make  it 
even  more  equitable,  and  it  is  that  kind  of  information  I  have  in  mind, 
Senator  Bennett,  that  should  be  made  a  part  of  this  legislation. 

Senator  Bennett.  We  shall  have  the  Secretary  of  Labor  here  and 
maybe  we  could  ask  him. 

Secretary  Richardson.  We  have  analyzed  the  same  tables.  I  might 
just  add  as  further  illustration  of  the  problems  that  are  involved  here 
that  the  magnitude  of  cost  differences  among  even  closely  situated 
areas  or  cities  can  be  greater  than  the  cost  differences  between  regions. 

For  example,  the  differential  between  New  York  and  Philadelphia 
exceeds  the  differences  between  the  West  and  the  South  on  a  nonmetro- 
politan  basis.  If  you  use  the  Bureau  of  Labor  Statistics  lower  standard 
of  living  as  a  basis,  we  find  that  of  the  10  highest  cost-of-living  areas 
in  the  country  in  1967,  three  are  in  the  West,  four  are  in  the  north  cen- 
tral region,  two  in  the  Northeast,  and  one  in  the  Southeast,  And  you 
could  conceivably  have  in  a  single  city  area  such  as  Atlanta,  for  ex- 
ample, central  city,  noncentral  city,  suburban,  and  rural  nonf arm,  and 
soon. 

This  is  illustrative  of  the  kind  of  thing  we  run  into  in  trying  to  deal 
with  this.  And  it  is  a  reason  why,  I  think,  the  Committee  on  Ways  and 
Means  came  out  with  the  conclusion  that  the  State  supplementation 
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could  be  relied  upon  as  an  admittedly  crude  but  nonetheless  relatively 
effective  means  of  building  upon  a  basic  uniform  Federal  benefit. 

The  Chairman.  Senator  Ribicoff  ? 

Senator  Rebicoff.  Thank  you,  Mr.  Chairman. 

Welfare  Fraud 

Mr.  Secretary,  what  is  the  latest  available  HEW  data  on  welfare 
fraud  ? 

Secretary  Richardson.  I  shall  have  to  ask  Mr.  Edwards  if  he  can 
deal  with  that.  There  have  been  various  sample  studies ;  as  you  know, 
the  percentage  of  fraud  found  always  turns  out  to  be  relatively  small 
in  proportion  to  the  caseload.  Much  the  higher  proportion  of  those 
found  ineligible  is  usually  the  consequence  of  administrative  errors 
on  the  part  of  the  State  or  local  personnel  administering  the  program. 

This  proved  to  be  true,  for  example,  in  Nevada  where  headlines 
proclaimed  that  22  percent  of  those  on  the  rolls  were  found  to  be 
there  as  a  consequence  of  fraud.  It  turned  out  to  be  maybe  a  tenth 
of  that  proportion. 

We  have  a  report  of  the  disposition  of  public  assistance  cases  involv- 
ing questions  of  fraud  for  the  fiscal  year  1970,  which  is  the  most 
complete  analysis  of  this  we  have.  We  would  be  glad  to  furnish  it 
for  the  record. 

Senator  Ribicoff.  Put  it  in  the  record.  Can  you  give  us  the  overall 
conclusion  ?  You  must  have  a  figure  there  in  that  table. 

Secretary  Richardson.  It  says  in  paragraph  2,  the  first  page — well, 
I  shall  begin  at  the  beginning.  It  says  total  of  33,900  cases  identified 
by  State  public  assistance  agencies  involving  the  question  of  recipient 
fraud  were  disposed  of  by  administrative  action  during  fiscal  year 
1970.  This  number  represents  an  increase  of  200  cases,  about  0.6  of  1 
percent,  over  the  number  reported  in  1969,  but  a  decrease  of  5,500 
cases,  or  14  percent  below  the  number  reported  5  years  ago  in  1966. 

Paragraph  2  says  the  cases  identified  and  disposed  of  in  1970  rep- 
resents 0.7  of  1  percent  of  the  average  monthly  caseload  for  all  the 
federally  aided  maintenance  assistance  programs  combined,  0.2 

Senator  Ribicoff.  Would  you  please  put  that  in  the  record  ? 

Secretary  Richardson.  Yes. 

(The  document  referred  to  follows.  Hearing  resumes  on  p.  103.) 

NCSS  Report  E-7   (Fiscal  Year  1970) 

Report  on  the  Disposition  of  Public  Assistance  Gases  Involving  Questions 

of  Fraud,  Fiscal  Year  1970 

department  of  health,  education,  and  welfare,  social  and  rehabilitation 
service,  program  statistics  and  data  systems,  national  center  for  social 
statistics 

Disposition  of  Cases  Suspected  of  Fraud,  Fiscal  Year  1970 

summary  of  statistical  data 

1.  A  total  of  33,900  cases  identified  by  State  public  assistance  agencies  as  in- 
volving a  question  of  recipient  fraud  were  disposed  of  by  administrative  action 
during  fiscal  year  1970.  This  number  represents  an  increase  of  200  cases,  about 
six-tenths  (.6)  of  one  percent  over  the  number  reported  in  1969  but  a  decrease  of 
5,500  cases  or  14  percent  below  the  number  reported  five  years  ago  in  1966. 
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2.  The  cases  identified  and  disposed  of  in  1970  represent  0.7  percent  of  the 
average  monthly  caseload  for  all  the  Federally-aided  maintenance  assistance 
programs  combined ;  0.2  percent  of  the  average  monthly  caseload  for  the  adult 
maintenance  assistance  programs ;  and  1.4  percent  in  the  program  of  AFDC. 

3.  In  more  than  one-half  (54.4  percent)  of  the  cases  disposed  of  by  adminis- 
trative action  sufficient  facts  to  support  a  question  of  fraud  were  not  available. 
For  both  the  adult  programs  combined  and  for  the  AFDC  program,  sufficient 
facts  to  support  a  question  of  fraud  were  at  hand  for  slightly  less  than  one-half 

(46.3  percent  and  45.2  percent  respectively)  of  the  cases  disposed  of. 

4.  Of  the  15,500  cases  in  which  the  facts  known  to  the  agency  supported  a 
question  of  fraud,  8,600  (55.5  percent)  were  referred  to  law  enforcement  of- 
ficials for  action.  State  agencies  generally  do  not  refer  cases  if:  (1)  the  amounts 
of  money  involved  are  small;  (2)  voluntary  reimbursement  or  payment  plans 
are  worked  out;  (3)  the  recipient  has  mental  or  physical  limitations;  (4) 
special  hardship  exists;  or  (5)  other  factors  make  such  referrals  unfeasible.  On 
the  other  hand,  two  States,  California  and  Maryland's  (Social  Services  Ad- 
ministration, Department  of  Employment  and  Social  Services),  require  that 
all  cases  of  suspected  fraud  be  referred  to  law  enforcement  officials.  Exclud- 
ing data  from  these  two  States,  the  proportion  of  cases  referred  to  law  enforce- 
ment officials  comprised  about  two-fifths  (39.5  percent)  of  all  cases  in  which  the 
facts  were  sufficient  to  support  a  question  of  recipient  fraud. 

5.  Approximately  7,800  cases  were  disposed  of  by  law  enforcement  officials 
during  1970,  including  cases  referred  both  during  the  year  and  prior  to  the 
beginning  of  fiscal  year.  This  number  represents  an  increase  of  1,100  cases  or 
16  percent  over  the  number  disposed  of  by  law  enforcement  officials  during  1969. 
Of  the  total  number  disposed  of,  approximately  3,000  or  38  percent  were  prose- 
cuted. Of  the  cases  prosecuted,  eight  States  (California,  Connecticut,  Illinois, 
Maryland,  Michigan,  New  York,  Ohio  and  Pennsylvania)  accounted  for  over  90 
percent  of  them  ;  California  alone  accounted  for  over  one-half  (53  percent)  of  the 
total  number  of  cases  prosecuted. 

TABLE  1. -DISPOSITION  OF  CASES  INVOLVING  QUESTIONS  OF  FRAUD,  BY  TYPE  OF  DISPOSITION  AND  PROGRAM, 

FISCAL  YEAR  ENDED  JUNE  30,  1970  • 


Number 


Percent 


Maintenance 
assistance 


Maintenance 
assistance 


Type  of  disposition 


Total 


Adult 
cate- 
gories2 

AFDC 

Medi- 
cal 
assist- 
ance 

Total 

Adult 
cate- 
gories2 

AFDC 

Medi- 
cal 
assist- 
ance 

6,300 
3,400 
2,900 

27,200 
14,900 
12,300 

360 
150 
210 

100.0 
54.4 
45.6 

100.0 
53.7 
46.3 

100.0 
54.8 
45.2 

100.0 
42.3 
57.7 

1,000 
1,800 

7,500 
4,100 

79 
120 

25.2 
17.7 

15.9 
28.6 

27.5 
15.0 

21.7 
31.9 

Cases  disposed  of  by  administrative  action 33,900 

Facts  insufficient  to  support  question  of  fraud..  18,500 
Facts  sufficient  to  support  question  of  fraud 15,  500 

Referred  to  law  enforcement  officials 8,600 

Not  referred  to  law  enforcement  officials 6,000 

Pending  decision  as  to  referral  to  law  enforce- 
ment officials _ 880 

Cases  disposed  of  by  legal  action 7,800 

Prosecuted.. 3,000 

Not  prosecuted 4,800 


110 


750 


15 


2.6 


1.8 


2.7 


820      6,900 


4.1 


58      100.0      100.0      100.0        100.0 


300 

2,700 

10 

38.6 

37.0 

39.0 

17.2 

520 

4,200 

48 

61.4 

63.0 

61.0 

82.8 

i  State  agencies  reporting  no  cases  involving  questions  of  fraud :  Alabama  State  Board  of  Health,  Alaska  Department  of 
Health  and  Welfare,  Delaware  Commission  for  the  Blind,  Iowa  Department  of  Social  Services,  Maine  Department  of  Health 
and  Welfare,  Massachusetts  Commission  for  the  Blind,  Mississippi  Medicaid  Commission,  New  Hampshire  Department  of 
Health  and  Welfare,  Virgin  Islands  Department  of  Social  Welfare  and  Department  of  Health,  and  Virginia  Commission  for 
the  Visually  Handicapped.  State  agencies  not  reporting:  Georgia  Department  of  Health,  and  Tennessee  Department  of 
Public  Health. 

2  Old-age  assistance,  aid  to  the  blind,  and  aid  to  the  permanently  and  totally  disabled. 
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TABLE  2  -CASES  DISPOSED  OF  BY  AGENCY  WITHOUT  REFERRAL  TO  LAW  ENFORCEMENT  OFFICIALS  OR  BY  LAW 
ENFORCEMENT  OFFICIALS  WITHOUT  PROSECUTION,  BY  SPECIFIED  REASON  FOR  SUCH  ACTION,  AND  BY  PRO- 
GRAM, FISCAL  YEAR  ENDED  JUNE  30,  1970  i 


Cases  with  evidence  to  support  question  of  fraud 


Number 


Percent 


Maintenance 
assistance 


Maintenance 
assistance 


Reason 


Adult 

cate- 

Total      gories 


Medical 

assist- 

AFDC        ance 


Total 


Adult 

Medical 

cate- 

assist- 

gories 

AFDC 

ance 

Not    referred    to    law    enforcement    officials 

becausea               -— 6,000  1,800  4,100 

Total,  by  specified  reason 5,800  1,800  3,900 

Small  amounts  involved 1,100  230  840 

Voluntary  reimbursement  made 1,300  410  870 

Special  hardship  present 1,300  370  890 

Other ... 2,100  750  1,300 

Referred  to  Jaw  enforcement  officials,  but  not 

prosecuteds 4,800  520  4,200 

Total,  by  specified  reason.. 1,800  320  1,500 

Small  amounts  involved 130  18  100 

Voluntary  reimbursement  made 420  67  330 

Special  hardship  present 280  54  230 

Other ... - --  1,000  180  810 


120 

120   100.0   100.0   100.0   100.0 


8 

40 
18 
50 

48 

44 


18.  5  13. 1 

22.7  23.1 

22.1  21.1 

36.  8  42.  7 


21.3 
22.1 
22.7 
33.9 


6.9 
34.5 
15.5 
43.  1 


100.0   100.0   100.0   100.0 


9 

28 


7.1 
22.9 
15.5 
54.5 


5.6  7.1 

20. 9  22. 1 

16.8  15.7 

56.  7  55. 2 


20.5 
63.6 


15.9 


i  For  names  of  agencies  reporting  no  cases  involving  questions  of  fraud  or  not  reporting  see  table  1,  footnote  1. 
2  Includes  196  cases  in  Washington  for  which  reasons  for  nonreferral  to  law  enforcement  officials  were  not  reported, 
s  Includes  2,900  cases  in  California  and  58  cases  in  Washington  for  which  reasons  for  disposition  without  prosecution 
were  not  reported. 

TABLE  3.-ADMINISTRATIVE  ACTIONS  BY  PUBLIC  ASSISTANCE  AGENCIES  IN  DISPOSING  OF  CASES  INVOLVING 
QUESTIONS  OF  FRAUD,  BY  STATE,  FISCAL  YEAR  ENDED  JUNE  30,  1970 


Cases  involving  questions  of  fraud 

Total 
dis- 
posed of 

Facts 
insuffi- 
cient to 
support 
ques- 
tion of 
fraud 

Facts  sufficient  to  support  questions  of  fraud 

Total 

1 

Re- 
ferred 
to  law 
enforce- 
ment 
officials 

Mot  referred  to  law  enforcement  officials  because— 

State 

Total 

Small 
amounts 
involved 

Volun- 
tary 
reim- 
burse- 
ment 
made 

Special 
hard- 
ship 

present 

Other 

Pend- 
ing 

Total 

33,900 
18 

18, 500 

15, 500 

8,600 

6,000 

1,100 

1,330 

1,300 

2,100 

880 

Alabama  > 

9 

9 

1 

8 

1 

4 

3 

Arizona 

Arkansas 

520 

750 

10,700 

570 
500 
24  . 

440 
140 

61 

510 

660 

7,200 

420 
17 

270 

34 

30 

10 

96 
3,600 

140 
490 
24 
170 
110 

31 

1 

3,600  . 

46 
490 

58 
99 

29 

9 

87 

9 

47 

4 

36 

9 

Colorado 

96 

44 

16 

9 

17 

13 

Delaware ' 

District  of  Columbia 
Florida.. _ 

Georgia  i 

19 

120 
4 

2 

6 

17 

2 
57 

4 

53 
2 

5 
3 

Hawaii 

Idaho 

Illinois 

Indiana 

150 
23 

1,600 

140 

33 

2 

770 

48 

120 

21 

870 

91 

77 

240 

17 

4 

21 

630 

68 

7 

220 

20 

85 
16 

2 

14 
100 

12 

220 
20 

Kansas 

8 

16 

180 

92 

8 
16 
83 

8 
15 

1 

Kentucky 

Louisiana 

1 
82 

1 

65 

17  . 

Footnotes  at  end  of  table,  p.  102. 
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TABLE  3.— ADMINISTRATIVE  ACTIONS  BY  PUBLIC  ASSISTANCE  AGENCIES  IN  DISPOSING  OF  CASES  INVOLVING 
QUESTIONS  OF  FRAUD,  BY  STATE,  FISCAL  YEAR  ENDED  JUNE  30,  1970— Continued 


Cases  ii 

evolving  questions  of  fraud 

Facts 
insuffi- 

Facts sufficient  to  support  questions  of  fraud 

Re- 

Not referred  to  law  e 

nforcement  officials  because— 

Volun- 

cient to 

ferred 

tary 

support 

to  law 

reim- 

Special 

Total 

ques- 

enforce- 

Small 

burse- 

hard- 

dis- 

tion of 

ment 

amounts 

ment 

ship 

Pend- 

State 

posed  of 

fraud 

Total 

officials 

Total 

involved 

made 

present 

Other 

ing 

Maine  i... 

- 

Maryland 

540 

18 

520 

500 

4 

2 

2  .. 

10 

Massachusetts'... 

640 

90 

550 

6 

550 

460 

16 

74  .. 

Michigan 

500 

15 

480 

330 

150 

28  . 

120  .. 

Minnesota.. 

190 

28 

160 

70 

42 

4 

18 

15 

5 

49 

Mississippi  i 

120 

12 

110 

28 

78 

1 

65 

7 

5  .. 

Missouri... 

780 

440 

340 

340 

340  .. 

Montana 

3 

3 

3 

3 

Nebraska 

24  . 

24 

5 

19 

4 

10 

5  . 

Nevada. 

28 

14 

14 

9 

5 

New  Hampshire '.. 

New  Jersey.. 

301 

6 

300 

200 

35 

2 

22 

7 

4 

68 

New  Mexico. 

180 

4 

170 

110 

110 

61 

New  York 

.      2, 400 

680 

1,700 

780 

810 

69 

71 

410 

260 

110 

North  Carolina 

43 

8 

35 

13 

22 

1 

7 

1 

13 

North  Dakota 

16 

1 

15 

11 

2 

1  . 

1 

2 

Ohio _  . 

600 

240 

360 

180 

180 

1 

76 

2 

110 

1 

Oklahoma 

170 

15 

150 

35 

95 

1  . 

94 

23 

Oregon 

780 

370 

410 

410 

1 

1 

Pennsylvania 

.      7, 300 

4,700 

2,600 

500 

1,600 

660 

35 

360 

540 

470 

Puerto  Rico. 

10 

10 

10 

Rhode  Island 

110 

12 

98 

43 

55 

3 

10 

42  . 

South  Carolina 

2  . 

2 

1 

1  . 

1 

South  Dakota 

5 

2 

3 

3 

Tennessee ' 

470 

150 

320 

320 

27 

140  . 

150  .. 

Texas 

19 

6 

13 

13 

2  . 

6 

5  .. 

Utah 

45  . 

45 

2 

43 

39  . 

4  .„ 

Vermont... 

35 

2 

33 

29 

3 

1 

1  . 

1 

1 

Virgin  Islands  i... 

Virginia  i 

140 

22 

120 

38 

80 

9 

34 

18 

19 

Washington 

2,100 
16  . 

1,600 

570 
16 

270 
13 

2  310  . 
1  . 

110  . 

West  Virginia 

1  ... 

2 

Wisconsin 

400  . 
5  . 

400 
5 

400 
5 

Wyoming 

1  For  name  of  agency  reporting  no  cases  involving  questions  of  recipient  fraud  or  not  reporting  see  table  1,  footnote  1. 

2  Includes  196  cases  for  which  reasons  for  not  referring  such  cases  to  law  enforcement  officials  were  not  reported. 

TABLE  4.— LEGAL  ACTIONS  BY  ENFORCEMENT  OFFICIALS  ON  PUBLIC  ASSISTANCE  CASES  INVOLVING  QUESTIONS 
OF  FRAUD,  BY  STATE,  FISCAL  YEAR  ENDED  JUNE  30,  1970 


Total 

Prosecuted 

Disposed  of  without  prosecution  because— 

State 

Total 

Small 
amounts 
involved 

Voluntary 
reimburse- 
ment made 

Special 

hardship 

present 

Other 

Total  i. 

7,800 

3,000 

2  4,  800 

130 

420 

280 

1,000 

Alabama  i 

Alaska  ' 

1 

1 

1 

Arizona 

1 

1  . 

Arkansas. 

California.. 

4,500 

71 
410 

1,600 

33 
250 

2  2,  900 

38 
170 

Colorado. 

Connecticut .. 

Delaware ' 

4 
19 

11 
30 

8 
3 

15 
120 

District  of  Columbia 

Florida 

5 
62 

52 

5 

10 

2 

2 

5 

3 
3 

Footnotes  at  end  of  table. 
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TABLE    4.— LEGAL    ACTIONS    BY    ENFORCEMENT    OFFICIALS    ON    PUBLIC    ASSISTANCE    CASES    INVOLVING 
QUESTIONS  OF  FRAUD,  BY  STATE,  FISCAL  YEAR  ENDED  JUNE  30,  1970— Continued 


State 


Georgia  i. 
Guam. . . 
Hawaii... 
Idaho. 


Disposed  of  without  prosecution  because- 


Total     Prosecuted 


Total 


Small 
amounts 
involved 


Voluntary 
reimburse- 
ment made 


Special 

hardship 

present 


5 
"22" 


4 
17" 


Other 


2 
"16 


Illinois. 

Indiana- 
Iowa  i. 


210 
17 


130 


80 
17 


65 
13 


Kansas. .. 
Kentucky. 
Louisiana. 


Maine  J 

Maryland 

Massachusetts '. 

Michigan 

Minnesota 


Mississippi  i. 

Missouri 

Montana 

Nebraska... 
Nevada 


New  Hampshire  '. 

New  Jersey 

New  Mexico 

New  Ycrk 

North  Carolina... 


North  Dakota. 

Ohio 

Oklahoma 

Oregon 

Pennsyvania. 


Puerto  Rico 

Rhode  Island.. 
South  Carolina. 
South  Dakota.. 
Tennessee'... 


Texas.. 

Utah 

Vermont 

Virgin  Islands1. 
Virginia1 


Washington... 
West  Virginia. 

Wisconsin 

Wyoming 


5 

15 


1 
13 


530 

6 

330 

82 


210 

1 

94 

18 


320 

5 

240 

64 


35 
4 


73 
4 
6 

13 


14 

1 


10 
1 


18 

9 

1 

1 

480 

140 

7 

6 

11 

7 

180 

160 

35 

5 

130 

25 

180 

120 

10 
43 


9 

17 


340 

1 

4 

11 

30 

100 

54 

1 

26 


34 


5 
"20" 


190 


2 

4 

2 

46 

21 


17 

.... 


16 
86 


1 
.... 

22 


9 
2  64 


340 
5 


73 
1 


260 

4 


150 
2 


230 


190 
37 


97 

1 

2 

6 

11 

57 
33 


95 
2 


1  For  names  of  agencies  reporting  no  cases  involving  questions  of  recipient  fraud  or  not  reporting  see  table  1  footnote  1. 

2  Includes  2,900  cases  in  California  and  58  cases  in  Washington  for  which  reasons  for  disposition  without  prosecution 
were  not  reported. 

Requiring  Welfare  Recipients  to  Work  at  Less  Than 

Minimum  Wage 

Senator  Ribicoff.  You  have  placed  great  emphasis  on  workfare. 
If  you  want  to  get  people  off  of  poverty,  why  do  you  not  advocate  a 
minimum  wage  instead  of,  as  in  H.R.  1,  providing  only  three-quarters 
of  the  minimum  wage  ? 

Secretary  Richardson.  Well,  the  problem,  as  I  am  sure  you  are 
aware,  Senator  Ribicoff,  with  requiring  payment  of  a  minimum  wage 
is  basically  that  this  would  be  to  require  people  who  have  been  on 
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welfare  and  for  whom  jobs  have  been  found  to  receive  a  higher  total 
woTeTs     10n  1S  Currentlv  beinS  received  by  about  5.5  million 

So  long  as  there  are  substantial  numbers  of  jobs  in  the  job  market 
that  pay  less  than  the  minimum  wage,  we  think  it  equitable  that  an  in- 
dividual who  is  otherwise  dependent  upon  the  taxpayers  should  be  re- 
quired to  accept  such  a  job.  We  have  provided  in  the  legislation  that 
the  individual  may  not  receive  less  than  any  wage  level  required  to  be 
paid  by  law,  which  would  be  the  minimum  wage  for  a  job  covered 
by  the  minimum  wage;  the  prevailing  wage  if  that  is  higher;  or 
three-quarters  of  the  minimum  wage,  or  $1.20.  We  haVe  not  gone  be- 
yond that  for  the  reason  I  have  mentioned.  ' 

I  would  further  point  out  that  if  the  individual  is  working  full 

iLmej£n  \ the  effect  of  the  wa^e  incentive  provisions  of  the  law, 
the j$720  work  expense  disregard  and  the  opportunity  to  retain  $1 
ol  benents  tor  $3  earned,  would  mean,  in  effect,  that  the  family,  in  that 
situation,  would,  m  fact,  be  receiving  total  income  equivalent  to  $1  85 
an  hour,  or  more  than  the  minimum  wage. 

Senator  Ribicoff.  I  know  that,  but  if  the  administration  would 
support  the  Harrison  Williams  bill,  which  expands  the  coverage,  then 
you  would  not  have  the  Federal  Government  having  to  have  such  a 
large  supplementation  m  order  to  eliminate  poverty.  If  we  are  o-0ing 
to  eliminate  poverty,  how  do  we  justify  paying  people  subpovertv 
wages  for  working  ?  J 

If  a  person  works,  is  he  not  entitled  to  receive  a  sufficient  amount  of 
money  to  move  out  of  poverty,  if  he  is  willing  to  devote  his  time  and 
energy  to  work  and  not  be  on  welfare  ? 

Secretary  Richardson.  I  think  the  point  you  are  now  making,  Sena- 
tor, bears  more  directly  on  the  question  of  what  the  Federal  minimum 
wage  should  be  than  on  the  question  of  what  minimum  wage  an  indi- 
vidual under  a  workfare  program  should  be  required  to  accept. 

Senator  Ribicoff.  But  I  do  not  see  how  you  can  isolate  the  overall 
problem.  I  think  if  you  want  to  eliminate  poverty  in  America,  I  do 
not  think  that  HEW,  the  Labor  Department,  and  the  Commerce  De- 
partment can  have  separate  programs.  There  has  to  be  an  overall 
policy,  and  that  policy  can  only  be  stated  by  the  President  of  the 
United  States,  and  you  are  here  as  an  agent  of  the  President  of  the 
United  States. 

So  we  have  a  basic  problem  here:  Do  we  or  do  we  not  want  to 
eliminate  poverty?  How  do  we  do  it? 

Secretary  Richardson.  We  favor  an  increase  in  the  Federal  mini- 
mum wage,  Senator,  but  we  do  not  favor  increasing  the  minimum  pro- 
portion of  the  minimum  wage  for  which  a  person  on  welfare  should  be 
required  to  work  above  three-quarters  of  the  Federal  minimum  wage, 
whatever  it  is. 

How  can  we  let  persons  on  welfare  refuse  jobs  that  millions  of  other 
Americans  work  at  every  day  ? 

Senator  Ribicoff.  Very  easily :  By  expanding  the  coverage  of  what 
the  minimum  wage  is  and  making  sure  that  everybody  who  is  willing 
to  work  in  America  gets  the  minimum  wage  of  $1.60  instead  of  $1.20. 
All  it  takes  is  a  question  of  policy  commitment  by  the  administration. 

Secretary  Richardson.  H.R.  1  then  would  automatically  have  the 
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effect  of  making  sure  everybody  gets  the  minimum  wage,  because  it 
provides  specifically  that  a  person  moved  off  welfare  into  work  must 
receive  the  legally  required  minimum  wage,  or  the  prevailing  wage  in 
the  community,  whichever  is  higher. 

So  the  only  question  then  is  as  to  those  not  covered. 

Obviously  it  is  desirable  to  extend  the  minimum  wage  and  Secre- 
tary Hodgson  will  be  here — all  I  know  is  that  it  is  the  policy  of  the 
administration  to  increase  it  and  to  extend  it. 

Guaranteeing  No  Loss  or  Welfare  Benefits 

Senator  Ribicoff.  Now,  I  am  going  to  list  for  you  a  series  of  pro- 
visions supported  by  the  administration,  the  President  and  yourself, 
during  the  past  2  years  but  that  have  been  left  out  of  H.R.  1. 

I  would  like  you  to  comment  on  how  you  stand  today  on  the  pro- 
visions which  you  are  for  and  which  you  are  not  for  in  H.R.  1 :  One,  a 
guarantee  of  benefits  no  lower  than  under  the  present  system.  How  do 
you  now  stand  on  that  ? 

Secretary  Richardson.  Our  position  has  been  modified  on  that  to  the 
extent  that  we  now  have  in  H.R.  1  a  clear  separation  of  the  Federal 
and  State  responsibilities.  Last  year's  bill,  as  our  previous  discussion 
has  made  clear,  did  include  provisions  for  30-percent  Federal  match- 
ing of  State-supplemented  payments.  So  the  Federal  Government  was 
in  the  business  of  matching  State  payments,  and  therefore  still  in 
the  business  of  telling  States  what  the  minimum  conditions  were  under 
which  we  would  be  willing  to  do  this. 

We  think  that  there  is  a  net  gain  in  avoiding  the  compliance  prob- 
lems that  we  have  run  into  all  over  the  country  in  recent  years  that 
results  from  saying  that  the  Federal  minimum  will  be  $2,400,  no  Fed- 
eral matching  of  amounts  above  that ;  what  the  States  do  beyond  that  is 
a  decision  for  the  States. 

Senator  Ribicoff.  In  other  words,  you  are  assuring  that  millions  of 
Americans  will  receive  less  under  the  administration  proposal  than 
they  now  will  receive?  You  read  the  papers  the  way  I  do.  In  the  past 
year  10  States  have  cut  back  on  welfare  and  another  12  States  will 
probably  do  so.  What  you  are  doing  is  forcing  the  States,  under 
pressure,  to  cut  back  on  what  millions  of  Americans  now  receive  be- 
cause of  the  Federal  attitude  ? 

Secretary  Richardson.  You  have  put  that  point  with  a  very  straight 
face,  Senator. 

Senator  Ribicoff.  I  could  not  put  it  straighter,  Mr.  Secretary. 

Secretary  Richardson.  But  the  short  answer  is  that  we  would  not 
be  forcing  any  reductions  under  this  legislation.  All  the  cost  estimates 
are  predicated  upon  the  States  maintaining  their  present  benefit 
levels  and,  in  addition,  adding  to  the  benefit  levels  the  cash  equivalent 
of  the  food  stamp  bonus. 

And  we  have  so  reflected  in  the  tables.  There  is  the  further  point 
that,  this  year,  as  many  as  14  States  have  already  cut  benefits  as  a  re- 
sult of  the  soaring  caseloads.  So  what  they  are  doing,  in  effect,  is  to  go 
up  in  their  total  expenditures  less  than  would  be  required  to  maintain 
last  year's  benefit  levels,  but  they  are  still  spending  much  more  money 
than  they  spent  last  year. 


106 

Under  this  legislation  the  "hold  harmless"  clause  would  assure 
that  they  will  not  have  to  spend  any  more  than  they  will  be  spending 
in  1971,  so  they  are  no  longer  facing  that  same  squeeze. 

They  will  be  in  a  position,  therefore,  to  go  on  doing  what  they  have 
been  doing,  and  we  see  no  comparable  likelihood,  therefore,  that  they 
would,  in  fact,  cut  benefits. 

Senator  Ribicoff.  Well,  I  would  say  only  nine  States  and  Puerto 
Rico  now  pay  more  than  $2,400.  What  the  Federal  Government  is 
doing  is  encouraging  every  State  to  cut  the  benefits  they  are  now  pay- 
ing, by  your  failure  to  require  them  to  guarantee  benefits  no  lower 
than  under  the  present  system. 

Let  us  go  down  the  list,  because  I  want  to  get  your  point  of  view 
on  other  matters. 

Mandatory  Registration  by  Mothers  or  Pre-School-Age 

Children 

Two,  optional  work  registration  for  mothers  of  preschool  children. 
Why  are  you  against  it  now,  when  you  were  for  it  in  1969  ? 

Secretary  Richardson.  We  have  not  changed  our  position  on  that. 
We  think  the  exemption  for  mothers  of  preschool  children  should  be 
applicable  to  all  mothers  of  children  under  six,  as  the  bill  would  pro- 
vide the  first  2  years. 

Senator  Ribicoff.  So  you  disagree  with  H.R.  1  ? 

Secretary  Richardson.  Yes. 

Requiring  State  Supplementary  Payments  for  Families  With 

Unemployed  Fathers 

Senator  Ribicoff.  Require  supplementation  to  families  headed  by 
unemployed  males  ? 

Secretary  Richardson.  Here  we  believe  that,  for  the  22  States  which 
have  this  program  now,  the  "hold  harmless"  clause  enables  them  to 
continue  to  cover  such  families  and  that  it  is  therefore  unnecessary 
for  essentially  the  same  reasons  that  we  discussed  earlier,  for  us  to  re- 
quire them  to  do  so. 

Definition  of  "Suitable"  Job 

Senator  Ribicoff.  Job  suitability  provisions  ? 

Secretary  Richardson.  Job  suitability  is  an  issue  that  has  been  dealt 
with  repeatedly  in  slightly  varying  ways.  The  legislation  now  in  effect 
provides  that  an  individual  is  first  required  to  be  given  an  opportu- 
nity to  do  a  job  commensurate  with  his  skills  or  experience.  There  is 
even  provision  for  helping  him  to  get  to  a  community  that  has  such 
an  available  job,  even  if  the  immediate  locality  does  not. 

But  if  there  is  not  a  job  of  that  kind  available  to  him  we  support 
the  conclusion  that  a  family  head  should  be  required  to  accept  an 
available  job  that  satisfies  the  other  requirements  that  we  have  already 
identified  with  respect  to  wage  levels;  provided,  in  the  case  of  a 
mother,  that  satisfactory  adequate  day  care  is  available.  This  would  be 
a  reason  still  for  refusing  to  accept  a  job ;  it  would  be  a  refusal  for  a 
good  cause. 
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Duration  of  Besidency  Kequirements 

Senator  Kibicoff.  The  next  is  elimination  of  welfare  residency  pro- 
visions. How  does  the  administration  stand  on  that  today  ? 

Secretary  Eichardson.  H.B.  1  says,  in  effect,  that  a  State  may  im- 
pose a  residency  requirement  with  respect  to  eligibility  for  the  State 
supplement;  in  other  words,  the  rationale  is  if  it  is  all  their  money 
under  the  supplement,  they  should  be  able  to  say  who  gets  it  and  to 
impose  a  residency  requirement.  We  think  that  the  rationale  of  the 
Supreme  Court  decisions  on  this  subject  reaches  that  situation  also. 

So  we  do  not  believe  that  the  provision  is  constitutional  and  we  think 
that  it  should  be  eliminated. 

Protecting  State  and  Local  Welfare  Employees 

Senator  Kibicoff.  The  protection  of  State  and  local  government  em- 
ployees' rights  to  transfer  into  a  new  system  and  aid  them  in  getting 
jobs — how  do  you  stand  on  that  today  ? 

Secretary  Eichardson.  Here  a  great  deal  of  work  has  been  done 
with  various  government  employee  groups,  those  representatives  of 
the  Federal  and  of  State  employees,  with  State  and  local  government 
representatives,  and  with  the  U.S.  Civil  Service  Commission. 

The  Civil  Service  Commission  is  close  to  the  point  of  being  pre- 
pared to  submit  specific  legislative  recommendations  on  the  subject  to 
this  committee. 

We  have  worked  with  them  and  we  think  that  the  general  approach 
is  consistent  with  the  one  that  we  discussed  last  year,  which  was  part 
of  the  compromise  which  you  and  Senator  Bennett  worked  out. 

Quarterly  Income  Eeporting  and  Biennial  Eeregistration 

Senator  Eibicoff.  Allowing  the  Secretary  to  make  payments  and 
decide  entitlement  based  on  his  estimates,  rather  than  require  man- 
datory quarterly  reporting  and  reregistration  every  2  years  by  the 
recipient  ? 

Secretary  Eichardson.  The  interval  since  last  year  has  reinforced 
concern  about  the  presence  on  the  welfare  rolls  of  people  who  should 
not  be  there.  And  in  a  number  of  respects  which  I  covered  in  my  testi- 
mony, the  bill  reflects  a  deliberate  effort  to  make  it,  as  the  chairman 
of  the  Committee  on  Ways  and  Means  has  put  it,  "harder  to  get  on  the 
rolls  and  easier  to  get  off."  We  support  this  position. 

Senator  Eibicoff.  Mr.  Chairman,  I  shall  defer  to  other  members,  but 
I  have  other  questions  that  I  want  to  ask. 

The  Chairman.  Senator,  I  shall  try  to  come  back  to  you  later  on  in 
this  morning's  session,  if  you  will  stay  with  us.  I  know  our  Eepublican 
friends  have  a  Eepublican  meeting  at  12 :30,  and  I  want  to  give  each 
of  them  a  chance  or  two  to  ask  a  question  before  they  leave  for  that 
meeting.  I  know  the  Secretary  and  I  would  be  willing  to  stay  on 
longer  if  needed. 

Senator  Jordan  ? 
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Disincentives  to  Work 

Senator  Jordan.  Mr.  Secretary,  I  am  going  to  confine  my  questions 
to  matters  relating  to  the  notch  problem  that  plagued  us  so  last  year 
and  our  attitude  toward  that  notch  problem. 

You  say  in  your  statement  that  the  notch,  as  this  committee  is  well 
aware,  "comes  about  when  a  substantial  loss  of  benefits  results  from 
the  earning  of  an  additional  dollar  of  income." 

I  am  not  quite  sure  all  the  notches  have  been  removed  from  this  bill 
when  we  apply  it  to  certain  areas.  Senator  Curtis  has  indicated  that  he 
has  some  charts  relative  to  the  notch  problem  which  lie  wants  to  ex- 
amine before  the  committee. 

I  want  to  talk  about  a  different  kind  of  disincentive.  Suppose  in  a 
community  a  family  of  a  certain  size  meets  the  requirements  for  wel- 
fare and  they  receive  x  dollars  per  year.  That  would  include  the  Fed- 
eral minimum  guarantee,  the  State  supplement,  and  any  other 
accretions  that  might  come  their  way. 

What  about  the  same  size  family  of  the  same  family  structure  in 
the  same  community  whose  breadwinner  is  working  full  time  at  a  job 
known  to  be  the  most  undesirable  job  in  the  whole  community,  and 
whose  total  annual  income  is  x  plus  $1  ? 

What  is  the  incentive  for  him  to  stay  on  his  undesirable  job  rather 
than  go  on  welfare  ? 

Secretary  Richardson.  Well,  there  is  no  way  in  which,  by  going  on 
welfare,  he  could  increase  his  income.  One  of  the  best 

Senator  Jordan.  No,  but  he  would  not  get  any  less. 

Mr.  Veneman.  Yes,  he  would. 

Secretary  Richardson.  If  he  were  getting,  let  us  say,  to  make  this 
a  little  bit  more  concrete,  the  largest  amount  of  income  a  family  can 
earn  and  get  any  benefits,  a  family  of  four,  is  $4,140. 

Senator  Jordan.  That  might  be  supplemented  by  States  where  the 
living  cost  differential  would  induce  them  to  do  it  ? 

Secretary  Richardson.  Yes,  that  is  true,  if  it  were  an  AFDC  family. 
But  the  States,  generally  speaking— there  may  be  only  one  or  two 
exceptions — do  not  have  programs  covering  the  working  poor.  This 
involves  a  different  problem,  to  be  sure. 

Senator  Jordan.  Yes. 

Secretary  Richardson.  But  assuming  that  the  family  remained  in- 
tact, there  would  be  no  way  that  the  father  in  the  situation  you  suppose 
could  make  his  family  into  a  family  eligible  for  AFDC.  So  he  would 
have  no  incentive  to  give  up  his  job. 

Senator  Jordan.  Well,  why  could  he  not  say,  "I  do  not  feel  like 
working  any  more"  ? 

Secretary  Richardson.  Under  Secretary  Veneman  would  like  to 
reply. 

Mr.  Veneman.  Senator  Jordan,  the  point  is,  it  is  impossible  for  that 
man  to  be  better  off  by  quitting  his  job. 

For  example,  if  he  were  making  $4,120  or  more  and  went  on  welfare, 
the  most  he  would  get  would  be  $2,400,  less  $800  because  he  would  be 
refusing  to  work.  So  he  would  have  the  $800  penalty.  So  he  would  be 
giving  up  $4,100  in  order  to  get  $1,600.  So  there  is  no  incentive  there 
to  quit  a  job.  Now,  if  he  were  earning  $2,000  a  year,  he  would  be  en- 
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titled  to  a  FAP  benefit,  a  wage  supplementation,  of  $1,546.  So  his  total 
income  would  then  be  $3,546.  If  he  quits  that  $2,000-a-year  job,  then 
his  total  income  would  be  $1,600  again,  because  it  would  be  $2,400  less 
the  $800  for  refusing  to  work. 

So  there  is  no  way  that  he  can  be  better  off. 

Senator  Jordan.  I  do  not  agree,  but  I  would  like  to  see  it  worked  out 
on  some  charts. 

(Material  supplied  by  the  Department  follows :) 

Note  on  Work  Incentives  in  H.R.  1 

Under  the  provisions  of  title  IV  of  H.R.  1,  no  family,  either  male-headed  or 
female-headed,  could  be  financially  better  off  by  not  working  than  it  would  by 
working.  This  is  true  whether  or  not  there  is  a  State  supplement.  The  financial 
advantage  of  work  is  increased  further  by  strong  penalties  for  refusal  to  register 
for  work  or  training. 

A  man  with  a  wife  and  two  children,  for  example,  in  a  State  with  no  supple- 
ment, would  face  the  benefit  schedule  of  exhibit  1.  Clearly,  it  always  pays  him 
to  work.  If  he  refuses  to  work  without  good  cause,  the  $2,400  benefit  at  zero 
earnings  is  decreased  to  $1,600. 

A  woman  with  three  children  in  a  State  with  no  supplementation  faces  the 
identical  benefit  schedule  of  exhibit  1. 

State  supplementation  does  not  change  the  picture,  except  to  add  a  constant 
amount  to  each  earnings  level  in  exhibit  1  and  increase  the  breakout  point. 
Since  no  tax  rate  can  exceed  100  percent  and  all  female-headed  families  below 
the  State  breakout  are  covered,  no  female-headed  family  can  ever  be  worse  off 
by  working  than  by  not  working.  This  is  not  true  under  current  law. 

Since  States  need  not  supplement  male-headed  families,  the  situation  is  more 
complex.  In  the  27  States  with  no  unemployed  father  program,  exhibit  1  obtains 
for  a  male-headed  family,  and  there  is  no  complication.  In  a  State  which  supple- 
ments an  unemployed  father,  based  on  the  new  definition  of  unemployment  as 
working  less  than  100  hours/month,  it  is  theoretically  possible  for  a  male- 
headed  family  to  reduce  its  work  effort  and  increase  its  benefits.  For  example, 
a  man  working  40  hours  a  week  in  New  York,  earning  $4,320  would  receive 
no  benefit  (except  possibly  under  the  State-funded  working  poor  program).  If 
he  reduced  his  hours  to  100  a  month,  earning  say  $2,700  a  year,  he  might  qualify 
for  the  unemployed  father  program,  receiving  $1,356  in  addition  to  the  Federal 
benefit  of  $1,081,  for  a  total  income  of  $5,137.  This  possible  disincentive  is  an 
inherent  structural  flaw  in  the  unemployed  fathers  program  and  the  inevitable 
result  of  a  program  which  pays  benefits  on  the  basis  of  hours  worked,  rather 
than  income. 

It  is  mitigated  by  the  fact  that  control  over  hours  (especially  cutting  back 
hours  to  25  a  week)  is  seldom  in  the  hands  of  the  worker  and  by  the  fact  that 
only  four  States  which  have  an  unemployed  fathers  program  have  a  State  sup- 
plement over  $3,500  as  of  May  1971.  (The  lower  the  State  supplement,  the  lower 
the  incentive  to  reduce  hours  to  qualify  for  an  unemployed  father  supplement. ) 
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The  Chairman.  Could  I  interrupt?  While  you  are  presenting  that, 
the  Department  has  asked  for  this  information  and  I  have  authorized 
that  it  be  made  available  to  the  Department. 

Senator,  you  have  before  you  a  blue  book  there,  "Work  and  Train- 
ing Provisions,  H.R.  1."  I  would  suggest  that  you  look  at  page  26,  and 
I  would  ask  the  stall'  to  present  Mr.  Veneman  with  a  copy  of  it.* 

This  is  chart  13  on  page  26.  This  is  just  an  illustration,  depending 
upon  family  income  level,  of  how  much  someone  loses  by  going  to 
work,  depending  upon  how  much  of  their  earnings  they  lose. 

If  you  will  look  on  page  26  on  chart  13— this  is  information  avail- 
able to  us.  Beneath  there  you  will  see  assumptions  upon  which  this  is 
based,  that  for  each  dollar  a  family  earns,  in  Chicago,  in  the  $1,000 
to  $2,000  level,  it  costs  them  $1 ;  the  $2,000  to  $3,000  level,  it  costs  them 
$1.12 ;  $4,000  to  $5,000  level,  $1.28  and  $5,000  to  $6,000,  $1.31. 

Now,  that  takes,  of  course,  into  account  the  social  security  tax,  the 
State  and  Federal  income  tax,  the  medicaid  deductible  increase,  the 
subsidy  in  public  housing  rent. 

That  is  the  thing  you  have  in  mind,  is  it  not,  Senator  % 
Senator  Jordon.  That  is  one  notch  you  had  in  mind  and  you  brought 
out  a  point  that  I  did  not  intend  to  get  into  at  this  time,  because  Sena- 
tor Curtis  is  going  to  present  the  tables  later. 

I  am  talking  about  another  kind  of  situation  where  a  man  with  the 
same  family  circumstances  makes  a  dollar  more  than  the  family  on 
relief  under  the  same  identical  circumstances ;  this  man  who  is  fully 
employed  pays  a  payroll  deduction  tax  for  Social  Security,  and  per- 
haps State  income  taxes,  perhaps  Federal  income  taxes.  What  is  there 
in  H.R.  1  that  would  phase  this  tax  user  family  into  a  taxpaymg 
family  without  a  disincentive  for  him  to  stay  on  welfare,  to  go  on 
welfare  from  full  employment  ? 

Secretary  Richardson.  Well,  Senator,  let  us  take  the  cutoff  again. 
You  are  assuming  a  family  in  which  the  wage  earner  is  getting 
$4,141. 

Senator  Jordon.  I  did  not  assume  any  particular  sum. 
Secretary  Richardson.  The  point  is  that  the  welfare  benefit  di- 
minishes as  earnings  rise,  so  that  at  $4,140  these  two  families  are  in 
the  same  situation.  The  family  that  was  at  an  earnings  level  of  $4,000 
as  against  $4,140  would  only  get  a  very  small  benefit  amount. 

Senator  Jordan.  All  right.  But  just  using  your  illustration,  this 
family  makes  $4,140  out  of  which  he  pays  payroll  taxes  for  Social 
Security.  His  take-home  pay  is  less  than  if  he  were  on  welfare. 

Secretary  Richardson.  Senator,  we  think  that  the  chart  on  page 
26— chart  13— of  the  committee  print  that  I  have  just  now  for 
the  first  time  seen,  dated  July  23,  1971,  is  grossly  misleading  as  to  the 
family's  actual  economic  situation,  with  respect  to  certain  factors 
which  have  a  marginal  impact  upon  the  family  head's  incentive  to 
work.  Take,  for  instance,  public  housing.  This  is  shown  in  one  respect 
as  an  economic  benefit.  But  social  security  is  shown  as  if  it  were  all  out- 
of-pocket  expense  without  a  corresponding  economic  benefit. 

Senator  Jordan.  Mr.  Secretary,  I  am  not  talking  about  chart  13 ;  I 
am  talking  about  a  hypothetical  situation  where  a  family  in  the  same 


*  See  app.  B,  p.  368. 
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community  makes  a  dollar  more  and  pays  payroll  deductions  for  social 
security,  and  his  take-home  pay  is  less  than  if  he  were  on  full  welfare. 

Secretary  Richardson.  That  is  not  true,  Senator.  That  cannot  hap- 
pen under  H.R.  1. 

Under  H.R.  1,  the  family  with  a  wage  earner  always  has  more 
money  than  the  family  with  no  wage  earner.  Now,  take  the  case  of  the 
family  on  welfare  whose  benefits  are  maybe  $120  for  a  total  year.  If 
the  benefits  were  any  less,  the  family  would  be  removed  on  the  basis 
of  the  $10  a  month  limitation. 

Now,  that  means  that  that  family  has  to  be  earning  roughly  $4,000. 
If  the  family  had  no  earnings,  their  total  would  be  $2,400,  and  if  in 
those  circumstances  an  employable  family  had  refused  the  job,  their 
total  benefits  would  be  $1,600. 

Senator  Jordan.  But  suppose  the  State  supplement  puts  them  up 
to  $4,000.  F  F 

Secretary  Richardson.  The  supplement  also  pushes  up  the  break 
even  proportionately  so  that  it  does  not  matter ;  the  $4,140  break  even 
is  the  break  even  on  the  basis  of  Federal  benefits  alone. 

If  you  assume  State  supplementation  of  $1,000,  the  break  even  is 
$5,640,  and  the  same  analysis  applies.  So  even  assuming  that  he  is  not 
refusing  to  work  and  goes  in  and  gets  benefits,  the  most  he  can  get 
for  his  family  is  $3,400. 

Now,  since  he,  by  definition,  is  capable  of  working,  if  he  is  offered 
a  job,  he  will  lose  $800  in  his  Federal  benefits,  reducing  that  to  $1,600, 
and  he  will  lose  $333  of  the  State  supplement. 

Senator  Jordan.  Well,  you  have  lost  me,  because  I  think  that  you 
are  missing  the  point.  You  are  predicting  what  the  State  supplement 
is  gong  to  be. 

Secretary  Richardson.  I  am  only  making  an  assumption.  It  does 
not  matter  what  it  is,  Senator.  It  raises  the  break-even  point  by  the 
same  proportion,  so  we  might  as  well  talk  as  if  there  were  no  State 
supplement  involved.  It  does  not  matter  whether  there  is  a  State  sup- 
plement or  not ;  the  individual  who  receives  benefits  under  this  pro- 
gram, cannot  be  better  off  than  an  individual  who  is  not. 

Senator  Jordon.  I  am  not  convinced.  But  I  shall  yield  the  floor. 

Secretary  Richardson.  There  is  a  remaining  inequity  as  between 
male-  and  female-headed  families  which  can  only  be  overcome  by  a 
proposal  to  require  State  supplementation  of  the  working  poor  pro- 
gram which  we  think,  for  various  reasons,  is  not  appropriate  at  this 
time. 

The  Chairman.  Senator  Byrd  ? 

Senator  Byrd.  Thank  you,  Mr.  Chairman. 

Duration  of  Residency  Requirements 

Mr.  Secretary,  first,  I  did  not  understand  your  reply  to  Senator 
Ribicoff  in  regard  to  residency  requirements.  Now,  what  is  your  view 
in  regard  to  residency  requirements? 

Secretary  Richardson.  We  think  that  the  Supreme  Court  decision 
on  this  point  makes  unconstitutional  the  provision  of  H.R.  1  which 
seeks  to  permit  States  to  apply  residency  requirements  with  respect 
to  eligibility  for  the  State  supplement. 
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Senator  Byrd.  Do  you  favor  residency  requirements? 

Secretary  Richardson.  No. 

Senator  Byrd.  You  oppose  residency  requirements? 

Secretary  Richardson.  Yes. 

Senator  Byrd.  You  think  a  State  should  not  have  the  right  to  re- 
quire that  the  welfare  recipient  be  a  resident  of  that  State  ? 

Mr.  Veneman.  They  can  require  that.  The  issue  is  duration. 

Senator  Byrd.  I  want  to  get  the  Secretary's  view. 

Is  that  your  view  ? 

Secretary  Richardson.  The  point  is  not  that  the  State  cannot  re- 
quire that  the  recipient  be  a  resident.  The  question  really  is  whether 
the  State  can  impose  a  requirement  for  living  in  the  State  for  a  given 
period  before  the  individual  can  receive  State  benefits.  Obviously,  the 
State  can  and  should  be  permitted  to  say  that  it  will  not  pay  benefits 
to  anybody  who  is  not  living  in  the  State  at  all ;  the  question  is  how 
long  must  they  have  lived  in  the  State  before  they  become  eligible. 

Senator  Byrd.  It  is  your  view  that  a  State  should  not  impose  any 
time  requirement  for  residency  ? 

Secretary  Richardson.  Yes. 

Senator  Byrd.  It  is  your  view  that  the  State  should  not  have  the 
right  to  impose  a  time'  requirement  for  residency  so  far  as  drawing 
welfare  benefits? 

Secretary  Richardson.  This  is,  of  course,  my  personal  view,  to 
answer  your  question  directly.  In  any  case,  whether  or  not  it  was  my 
view,  the  view  of  our  General  Counsel,  with  which  I  concur  as  a 
lawyer,  is  that  we  could  not  constitutionally  permit  a  State  to  do  this 
in  any  case. 

Senator  Byrd.  What  is  your  view  of  the  New  York 

The  Chairman.  Mr.  Secretary,  could  I  interrupt  there? 

Senator  Byrd.  Surely. 

The  Chairman.  Because  I  just  do  not  like  to  see  fine  legal  points 
bypassed. 

The  basis  of  that  Supreme  Court  decision  was  that  the  Federal  Gov- 
ernment cannot  authorize  a  State  government  to  ignore  a  provision  of 
the  Constitution  where  the  States  are  required  to  go  by  an  equal  pro- 
tection clause.  If  the  Federal  Government  wanted  to,  it  could  impose, 
itself,  a  residency  requirement  which  would  not  violate  the  equal  pro- 
tection clause  if  we  wanted  to  do  it. 

So  if  we  wanted  to  say,  as  has  been  suggested  on  occasion,  that  there 
should  be  some  reasonable  residency  requirement,  while  the  States 
cannot  do  it  and  we  cannot  authorize  them  to  do  it,  we  do  have  the 
power  to  do  it,  I  believe.  That  is  what  the  judgment  of  the  lawyers  on 
this  staff  seems  to  be. 

Have  you  thought  of  it  from  that  point  of  view  ? 
Secretary  Richardson.  I  do  not  agree,  Senator,  that  Federal  legis- 
lation could  authorize  the  States  to  withhold  benefits  from  a  family 
because  they  had  not  lived  in  the  State  long  enough.  I  read  the  Supreme 
Court  decision  as  saying,  in  effect,  that  this  is  denial  of  equal  protec- 
tion of  the  laws  as  between  one  family  and  another  family,  given  the 
mobility  of  people  within  the  United  States  today,  and  given  the  Fed- 
eral intervention  in  the  base  of  benefit  payments  to  individuals. 
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The  Chairman.  Well,  but  it  seems  to  me  as  though  if  we  said  in 
Federal  law,  you  are  eligible  to  draw  payments  from  State  A  for  1 
year  after  you  leave  State  A,  and  State  B,  to  which  you  have  moved, 
does  not  owe  you  payments  until  you  have  been  there  1  year,  then  the 
person  is  m  all  cases  entitled  to  draw  welfare  payments  from  some- 
body, and  there  is  uniformity  in  the  law.  Would  you  contend  that  that 
still  violates  the  equal  protection  clause  because  this  is  the  Federal 
Government  doing  this  rather  than  a  State  doing  it  ? 

Secretary  Richardson.  I  think  that  the  language  of  the  decision  is 
broad  enough  to  require  the  conclusion  that  this  could  not  be  done.  But 
I  recognize  that  it  is  arguable. 

In  any  event,  1  would  still  then  feel  it  was  fairer  in  these  circum- 
stances to  provide  for  uniform  payments  to  people  living  in  the  same 
place. 

The  Chairman.  Pardon  me  for  interrupting.  I  just  wanted  to  get 
the  Secretary's  opinion. 

Senator  Byrd.  I  appreciate  the  chairman  making  that  point.  It  is 
important  to  me  in  getting  the  philosophy  of  the  Administrator  of 
HEW,  and  he  answered  my  question  categorically  that  he  does  not 
favor  residency  requirements. 

Recent  Large  Increase  in  Welfare  Rolls 

Now,  Mr.  Secretary,  on  page  2  of  your  statement  you  say  that  during 
the  decade  of  the  sixties,  the  AFDC  rolls  increased  by  4.4  million 
people,  a  147  percent  increase.  Then  you  say  further  in  the  year  follow- 
ing the  President's  initial  call  for  welfare  reform,  in  August,  1969,  the 
rolls  increased  an  additional  50  percent.* 

So  over  a  10-year  period  the  rolls  increased  by  147  percent,  but 
over  a  1-year  period  they  increased  by  an  additional  50  percent.*  I 
am  just  wondering  whether  that  is  not  an  indictment  of  the  Admin- 
istration of  HEW. 

Secretary  Richardson.  Well,  certainly,  we  would  have  to  admit  that 
the  prima  facie  case  looks  bad,  Senator  Byrd. 

Senator  Byrd.  I  agree  with  that. 

Secretary  Richardson.  But  actually,  on  the  other  hand,  the  admin- 
istration of  the  program  has  remained  essentially  the  same. 

The  determinations  of  eligibility  are  a  State  and  local  function 
under  existing  law.  The  responsibility  for  audit  and  to  determine 
whether  or  not  the  States  are  doing  a  reasonably  adequate  job  of  ad- 
ministration is  and  has  long  been  a  Federal  responsibility.  I  think  we 
have  exercised  this  at  least  as  well  as  it  has  been  exercised  at  any 
previous  time. 

So  one  must  look  elsewhere  for  an  explanation  of  this  very  rapidly 
accelerating  rise  in  total  caseloads  and  costs. 

There  have  been  various  studies  of  this,  and  among  the  contribut- 
ing factors  have  been  the  elimination  of  the  residency  requirements 
as  a  factor,  the  elimination  of  the  man  in  the  house  rule,  which  we 
discussed  early  as  having  been  a  factor,  the  activity  of  various  groups 
and  organizations 


*  See  footnote,  p.  30. 
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Senator  Byrd.  Both  of  which  you  approve  of  ? 

Secretary  Richardson.  The  man  in  the  house  one  I  recognize  as  pre- 
senting practical  difficulties  on  which  we  would  be  glad  to  work  with 
the  committee. 

The  second  one,  residency,  I  have  expressed  my  personal  view  of. 

The  activity  of  various  groups  and  organizations  in  calling  the  at- 
tention of  people  to  their  legal  right  to  receive  benefits  has  undoubt- 
edly had  an  impact. 

Senator  Byrd.  Of  which  you  approve,  also  ? 

Secretary  Richardson.  Well,  it  is  hard  to  say  it  is  wrong  for  any- 
one to  undertake  to  call  to  the  people's  attention  the  fact  that  they 
are  entitled  legally  to  a  benefit,  When  you  are  confronted  with  a  ques- 
tion yes  or  no,  I  think  one  would  have  to  say  that  the  Congress  hav- 
ing declared  a  public  policy  in  favor  of  providing  benefits  to  people 
in  a  given  situation,  anyone  who  called  to  their  attention  the  fact 
that  they  are  entitled  to  them  is  performing  a  role  that  I  certainly 
cannot  condemn. 

Senator  Byrd.  I  think  it  is  a  very  interesting  figure  that  you  put 
into  the  record  that  over  a  decade,  the  rolls  increased  by  147  percent, 
while  for  a  1-year  period  under  the  new  administration,  they  in- 
creased an  additional  50  percent.* 

Mr.  Veneman.  Mr.  Chairman,  may  I  clarify  this  point  ? 

Senator  Byrd.  Please  do. 

Mr.  Veneman.  There  has  not  been  a  new  administration  with  regard 
to  the  administration  of  public  assistance  programs  in  this  country. 
The  public  assistance  programs  are  administered  by  State  and  local 
governments.  The  Federal  Government  has  absolutely  nothing  to  do 
with  the  administration. 

Senator  Byrd.  Let  me  put  it  this  way :  In  the  new  Federal  adminis- 
trators in  Washington^  There  has  been  a  new  administration  in 
Washington. 

Mr.  Veneman.  But  it  cannot  be  attributed  to  the  50-percent  increase 
in  caseload  and  costs,  Senator. 

Senator  Byrd.  I  do  not  say  it  is,  but  I  do  not  say  it  is  not,  either. 

Secretary  Richardson.  Well,  I  think  we  can  assure  you  categorically 
that  it  is  not. 

Senator   Byrd.   I   do  not   think  I   can   categorically   accept  that 

explanation. 

Secretary  Richardson.  I  would  be  very  glad,  Senator,  to  have  any- 
body scrutinize  the  processes  that  have  been  administered  so  far  as 
the  Federal  role  is  concerned  in  the  interval  since  January  1969.  I 
hope  that  such  a  scrutiny  would  disclose  that  in  some  respects  the 
situation  has  been  tightened  up  and  improved  in  administration ;  the 
audit  procedures  are  more  adequate. 

But  I  am  sure  that  you  will  not  find  that  there  has  been  any 
relaxation. 

Senator  Byrd.  Well,  something  is  radically  wrong  when  over  a  10- 
year  period  it  increases  by  147  percent,  and  then  all  of  a  sudden  in 
a  year  it  increases  by  an  additional  50  percent,* 


*  See  footnote,  p.  30. 
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Secretary  Richardson.  I  totally  agree  with  your  observation  that 
something  is  radically  wrong  and  of  course  that  is  why  we  are  here, 
to  try  to  persuade  you  to  do  something  about  it. 

Senator  Byrd.  You  are  here  to  expand  an  already  expanded  pro- 
gram. Let  us  get  on  to  another  subject. 

Adequacy  or  $2,400  Benefit 

In  your  statement  you  comment  on  the  Federal  income  floor  of 
$2,400.  In  your  judgment,  is  that  an  adequate  floor? 

Secretary  Richardson.  Yes. 

Senator  Byrd.  It  is  an  adequate  floor  ? 

Secretary  Richardson.  Yes. 

Senator  Byrd.  I  think  that  last  year  you  testified  that  $1,600  was 
an  adequate  floor. 

Secretary  Richardson.  It  is  necessary  to  make  clear  that  we  started, 
in  arriving  at  the  $2,400,  with  the  $1,600  base  of  last  year,  cashed  out 
food  stamps,  the  equivalent  of  which  is  $600,  added  the  $600,  bring- 
ing the  total  of  $2,200,  which  we  agreed  last  year  with  Senator  Ribi- 
coff  and  Senator  Bennett  could  approximately  be  done  under  last 
year's  program ;  and  then  the  additional  $200  reflects,  as  I  said  earlier, 
a  kind  of  uniform  national  equivalent  of  the  cost  to  the  Federal  Gov- 
ernment of  participating  in  State  supplements.  So  you  can  consider 
the  $200  in  effect  as  buying  the  Federal  Government  out  of  paying  30 
percent  of  whatever  the  State  chose  to  add  to  this  $2,200. 

So  the  result  is,  therefore,  in  determining  the  adequacy  of  this 
level,  or  appropriateness— because  nobody  would  say  that  it  is  enough 
to  live  on  by  itself— that  the  justifications  for  the  $2,400  are  basically 
the  same  as  those  which  justified  the  $1,600. 

Senator  Byrd.  I  noted  in  the  press  this  morning  that  most  of  the 
potential  Democratic  candidates  feel  that  $2,400  ceiling  is  too  low, 
and  all  of  them  advocate  a  higher  ceiling,  with  some  variations  be- 
tween them.  But  your  recommendation  is  for  $2,400? 

Secretary  Richardson.  Yes ;  I  am  not  sure  that,  with  all  due  respect, 
the  Democratic  candidates  have  squarely  confronted  the  cost 
consequences  of  increasing  benefit  levels.  As  I  pointed  out  earlier 

Senator  Byrd.  I  am  not  sure  HEW  has,  either,  insofar  as  this 
guaranteed  annual  income  is  concerned. 

Secretary  Richardson.  Well,  (a)  Senator  Byrd,  we  do  not  accept 
the  characterization  of  this  program  as  guaranteed  annual  income; 
(b)  we  think  we  have  squarely  considered  the  cost  implications. 

And  as  I  pointed  out  earlier,  the  cost  increase  in  benefits  to  families 
is  quite  small.  The  total  increases  in  cost  in  this  program  are  largely 
attributable  to  increases  in  benefits  to  adults  and  the  increases  in 
costs  in  the  money  allocated  to  the  various  programs  designed  to  get 
people  off  the  rolls  and  into  work. 

Senator  Byrd.  Now,  may  I  ask  you  this,  Mr.  Secretary:  Suppose 
the  Congress  were  to  adopt  legislation  at  a  figure  substantially  above 
the  $2,400?  Would  you  recommend  that  that  be  vetoed  or  signed? 

Secretary  Richardson.  It  would  depend  on  how  far  we  went.  I 
would  want  to  remind  this  committee  in  due  course,  or  the  Senate, 
that  if  increases  in  this  total  amount  seem  likely,  that  there  are  many 
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other  competing  claims  to  be  considered  including  the  medical  care 
legislation  which  the  committee  will,  I  trust,  in  due  course  be  con- 
sidering There  are  claims  in  education,  just  within  my  own  Depart- 
ment, without  even  reaching  needs  in  areas  other  than  those  of  concern 
to  HEW.  So  I  would  hope  that  the  committee  and  the  Senate  will 
not  increase  that  number.  .  ,         , 

Senator  Byrd.  Mr.  Chairman,  my  time  is  up.  I  have  a  number  or 
other  questions,  but  my  time  is  up. 

The  Chairman.  We  shall  come  back  to  you  later. 

Senator  Nelson  ? 

Administration  of  State  Supplementary  Payments  and 

Savings  Clause 

Senator  Nelson.  Mr.  Secretary,  do  I  understand  the  bill  correctly  in 
that  a  State  may  continue  to  administer  the  program  of  supplemental 
orants,  whatever  they  may  be,  or  they  may  forfeit  that  responsibil- 
ity and  it  will  be  assumed  by  the  Federal  Government* 

"Secretary  Richardson.  Yes;  that  is  essentially  correct  with  the 
further  provision  that  if  the  State  elects  to  benefit  from  the  hold 
harmless"  clause,  to  be  protected  against  increases  in  State  expendi- 
tures above  the  calendar  1971  level,  then  they  must  agree  to  Federal 
administration  of  the  supplement.  Since  the  Federal  Government  is 
saving  that  we  shall  hold  you  harmless  against  any  increased  costs 
attributable  to  increases  in  "caseload,  we  must  be  m  a  position  where 
we  can  apply  our  own  consistent  standards  to  the  determination  ot 
who  gets  onto  the  rolls.  . 

Senator  Nelson.  The  "hold  harmless"  clause  only  applies  to  addi- 
tional enrollees  covered,  becoming  covered,  subsequent  to  the  act ;  is 

that  correct  ? 

Secretary  Richardson.  The  answer  is  essentially  "yes,"  but  the  con- 
sequences are  measured  rather  in  dollar  terms  than  in  numbers  of  en- 
rollees ;  in  other  words,  the  effect  is  to  protect  the  State  against  costs 
attributable  to  increased  enrollment,  because  the  assumption  is  that 
benefit  levels  remain  the  same.  If  the  State  elects  to  increase  benefit 
levels,  then  they  would  pay  that  whole  cost  without  protection  from 
the  "hold  harmless"  clause. 

The  "hold  harmless"  clause  would  hold  total  State  expenditures  to 
the  calendar  1971  level.  This  means,  in  effect,  that  any  expenditures 
attributable  to  increases  in  caseload  would  fall  upon  the  Federal 
Government. 

Senator  Nelson.  But  if  they  wished  to  be  beneficiaries  of  the  hold 
harmless"  provision  of  the  bill,  they  then  must  forfeit  the  responsi- 
bility of  managing  any  aspect  of  the  welfare  program  ? 

Secretary  Richardson.  That  is  true ;  except,  of  course,  for  services 
to  people  of  various  kinds  that  would  continue  to  be  a  responsibility 
of  State  and  local  welfare  agencies. 

Senator  Nelson.  How  many  people — I  would  assume,  myself,  all 
the  States  would  probably,  under  those  circumstances,  cede  the  re- 
sponsibility for  management  of  the  welfare  programs  to  the  Federal 
Government — perhaps  not  all  of  them,  but  certainly  almost  all  of 
them. 
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How  many  employees  would  that  involve — I  understand  there  are 
something  like  172,000  employees  working  on  welfare  at  the  city  and 
State  levels.  Is  that  right  ? 

Secretary  Richardson.  Yes ;  I  think  the  figure  is  a  little  higher.  I  in- 
dicated a  little  earlier  185,000,  but  this  is  roughly  comparable. 

Of  that  total,  we  estimate  that  roughly  70,000  are  engaged  in  the 
function  of  determining  eligibility  and  making  or  processing  AFDC 
payments.  The  remainder  work  in  the  adult  category  program  or  are 
engaged  in  the  kinds  of  services  that  would  continue  to  be  a  State  and 
local  function. 

We  think  that  with  the  uniformity  of  administrative  techniques  and 
the  adaptation  of  computer  technology,  the  total  number  of  Federal 
employees  required  to  handle  the  family  category  eligibility  and  pay- 
ment functions  would  be  significantly  fewer  than  under  current  law, 
but  we  do  not  have  a  firm  figure  on  that. 

Inconsistency  or  Approaches  or  Administration  Welfare  and 

Manpower  Bills 

Senator  Nelson.  Well,  maybe  you  can  rationalize  this  position  which 
seems  to  conflict  with  what  I  understood  to  be  the  posture  of  the  ad- 
ministration in  general  on  revenue  sharing.  The  administration  has 
taken  the  position  as  a  general  matter  that  whatever  functions  can  be 
performed  at  the  State  and  local  level  ought  to  be  performed  there, 
because  the  administration  of  programs  at  that  level  is  more  efficient. 
The  administration  therefore  has  advocated  general  revenue  sharing 
and  a  manpower  revenue  sharing  bill.  They  would  turn  all  the  man- 
power programs  back  to  the  States.  I  happen  to  agree  with  that  con- 
cept. It  is  a  concept  I  have  supported  for  many  years.  Based  upon  my 
personal  legislative  experience,  in  State  government  and  in  the  Fed- 
eral Government,  it  is  my  opinion  that  the  efficiency  of  the  State 
government,  at  least  in  my  State,  is  far  superior  to  that  of  the  Federal 
Government. 

The  big  bureaucracy — all  big  bureaucracies  become  inefficient  in 
direct  ratio  to  their  size. 

So  I  am  a  states  righter  in  that  respect.  I  think  anything  the  States 
and  cities  can  do,  they  ought  to  do,  and  I  agree  with  the  position  of 
the  administration. 

But  I  do  not  understand  how  you  reconcile  the  administration  pos- 
ture on  the  revenue  sharing  manpower  bill  which  proposes  that  all  of 
the  manpower  money  be  just  turned  over  to  the  cities  and  States  in  a 
block  and  let  them  run  it  themselves  because  they  run  it  better  than 
we  do ;  and  now  on  the  other  hand  you  are  saying  that  the  States  have 
to,  if  they  are  going  to  be  under  the  "hold  harmless"  clause,  they  have 
to  turn  over  the  administration  of  all  these  programs  to  be  rim  out 
of  Washington. 

Can  you  reconcile  those  positions  ? 

Secretary  Richardson.  Yes,  I  think  so,  Senator  Nelson.  I  welcome 
the  opportunity,  as  a  matter  of  fact. 

I  think  that  it  is  important  in  this  connection  to  make  the  point  that 
what  the  administration  and  the  President  have  referred  to  as  the 
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new  federalism  contemplates  the  allocation  of  governmental  responsi- 
bility to  whatever  level  or  agency  is  best  adapted  to  perform  that 
function. 

Now,  in  the  case  of  manpower  services  or  the  development  of  day 
care,  for  example,  we  feel  that  the  States,  local  governments,  or  volun- 
tary agencies  in  some  cases,  can  do  a  more  responsive  job  in  meeting 
the  needs  of  the  people  of  a  given  area  or  community  than  a  Federal 
agency. 

And  I  think  Secretary  Hodgson  will  testify  that,  in  the  actual  pro- 
vision of  manpower  services  to  people  under  the  opportunities  for 
families  program,  the  Labor  Department  will  purchase  manpower  and 
training  services  for  employable  people  on  the  OFP  rolls  just  as  they 
would  buy  day  care  for  mothers  who,  without  available  day  care,  would 
be  unable  to  accept  a  job. 

A  comparable  example  is  rehabilitation  services  which  HEW.  under 
the  administration  of  the  family  assistance  program,  would  not  under- 
take to  provide  directly,  but  which  we  would  see  to  it  were  paid  for  in 
order  to  enable  an  individual  disqualified  from  employment  by  a  phys- 
ical handicap  to  overcome  that  handicap  and  qualify  for  work. 

But  when  it  comes  to  a  function  such  as  the  determination  of  eligi- 
bility under  a  uniform  national  program,  the  computation  of  bene- 
fits, the  cross-checking  of  income  data  to  determine  whether  or  not  it 
has  been  accurately  set  forth  in  the  application  form,  or  the  process- 
ing of  checks,  we  think  that  the  Federal  Government  has  established  a 
very  good  track  record  of  capacity  and,  indeed,  that  this  is  a  kind  of 
function  that  can  be  performed  with  considerably  greater  efficiency 
on  a  uniform  national  basis,  than  it  can  be  done  by  the  States  or 
localities. 

And  I  would  point  in  this  connection  to  the  record  of  efficient  ad- 
ministration achieved  by  the  distinguished  gentleman  on  my  right,  Mr. 
Eobert  Ball,  Commissioner  of  Social  Security  whose  overhead  costs 
in  the  administration  of  that  program  are  considerably  less  than  the 
overhead  experienced  by  private  insurance  programs. 

Federalization  or  Administration  of  State  Welfare  Programs 

Senator  Nelson.  Under  the  current  law,  each  State  sets  the  salary 
and  working  conditions  of  the  welfare  worker  if  it  is  a  State  employee, 
is  that  not  correct? 

Secretary  Richardson.  Yes. 

Senator  Nelson.  What  are  you  going  to  do  about  that  at  the  Fed- 
eral level?  Pay  everybody  in  the  United  States  the  same  salary  for 
the  same  job? 

Secretary  Richardson.  We  would  utilize  Federal  employees'  pay 
scales  which,  for  the  kinds  of  work  that  would  be  involved  in  the  ad- 
ministration of  eligibility  standards  and  benefit  payments,  would 
be  higher  than  the  current  pay  scales  in  most,  but  not  all.  States.  And 
we  have  done  a  lot  of  work  with  the  Civil  Service  Commission  and 
various  employees  organizations  on  provisions  of  law  that  would  deal 
with  the  situation  of  transfer  or  protection  of  retirement  credits,  and 
so  on. 
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We  would  expect  to  offer  early  opportunities  for  jobs  in  the  adminis- 
tration of  this  program  to  people  who  are  now  in  State  service, 

We  expect  that  the  total  number  required  will  be  lower  than  the 
number  now  engaged  in  these  services  at  State  and  local  levels.  But 
the  problem  of  uniformity  is  no  different,  really,  than  applies  to  our 
Post  Office  system  or  the  district  offices  of  the  social  security  system, 
itself. 

Senator  Nelson.  I  am  just  wondering  why  we  would  not  be  better 
off  to  leave  the  employees  under  the  State  jurisdiction,  allowing  the 
States  to  set  the  salaries  and  let  the  Federal  Government  pay  50  per- 
cent of  the  salary,  which  is  roughly  what  we  do  now. 

And  since  the  Federal  Government  is  paying  half,  it  has  the  au- 
thority to  set  the  standards  in  terms  of  management. 

It  would  seem  to  me  better  to  leave  these  employees,  that  70,000  of 
them,  under  the  jurisdiction  of  the  State  and  local  level  under  stand- 
ards set  by  the  Federal  Government  and  maintain  those  employees 
at  the  State  level.  I  think  it  is  going  to  create  problems,  federalizing 
all  those  employees. 

There  is  not  only  that  problem.  I  know  you  are  aware  of  the  other 
problems  about  rights  of  employees.  An  employee  who  has  worked  20 
years  for  the  State  government  will  lose  all  seniority  when  he  is  trans- 
ferred to  the  Federal  Government. 

Secretary  Richardson.  This  last  problem  is  one  on  which  a  great 
deal  of  work  has  to  be  done.  Leave  provisions,  sick  leave,  accumula- 
tion of  retirement  credits,  the  vesting  of  retirement  benefits,  and  so 
on,  are  all  the  subject  of  prolonged  discussion  and  negotiation  with 
the  Civil  Service  Commission  and  other  agencies. 

But  the  other  point  really  is  a  question  of  judgment  with  respect  to 
efficiency  of  administration.  Many  of  the  things  that  can  be  done  to 
protect  against  fraud,  duplication  of  payments,  and  so  on,  depend 
upon  the  utilization  of  Federal  resources  not  now  plugged  into  the 
administration  of  welfare,  such  as  the  cross-checking  of  welfare  re- 
cipients, tax  returns. 

Then  the  question  is:  Should  the  States  operate  with  respect  to 
eligibility  and  payments  another  system  of  their  own?  We  say  in  ef- 
fect :  Yes,  if  you  want  to  do  that,  but  if  you  want  the  benefit  of  the 
"hold  harmless"  protection,  we  will  require  you  to  give  us  the  respon- 
sibility of  administering  determinations  of  who  goes  on  the  rolls,  and 
calculating  the  benefits,  because  we  have  promised  you  that  your  ex- 
penditures are  not  going  to  exceed  what  you  spent  in  1971.  And  in 
order  to  protect  the  Federal  Government's  own  pocketbook  against 
increases  in  the  rolls,  the  determination  of  who  goes  on  those  rolls 
should  be  ours. 

That,  therefore,  has  seemed  to  be  a  sufficient  justification  for  making 
the  whole  of  the  process  of  eligibility  determination  and  payment  a 
Federal  function,  recognizing  that  there  is  nothing  about  it  which 
inherently  requires  the  degree  of  responsiveness  to  local  situations  in 
communities  that  is  involved,  for  example,  in  the  provision  of  serv- 
ices to  people. 

So  we  have,  as  I  said  earlier,  contemplated  the  latter  function  as 
remaining  in  State  and  local  hands  and  being  hereafter  the  paramount 
and  exclusive  responsibility  of  State  and  local  welfare  personnel  with- 
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out  the  dilution  of  their  time  and  attention  that  has  prevented  their 
doing  as  good  a  job  as  we  think  could  have  been  done  in  the  provision 
of  services  over  the  years. 

Senator  Nelson.  It  seems  to  me  all  the  things  you  would  like  to  do 
in  terms  of  managerial  efficiency  could  be  done  still  leaving  the  em- 
ployees under  State  jurisdiction.  And  it  seems  to  me  as  long  as  the 
State  is  paying  half  of  it,  there  is  a  much  greater  likelihood  of  sur- 
veillance of  their  performance. 

Secretary  Kichardson.  Well,  it  has  not  worked  too  well,  I  would 
say,  to  date.  We  have  paid  half  the  salaries  for  administrative  func- 
tions and  are  now  doing  so  on  an  open-ended  basis.  We  also  pay  75  per- 
cent of  whatever  social  services  are  provided.  And  although  we  do 
have  a  mechanism  for  trying  to  monitor  a  State's  use  of  this  money, 
the  quality  of  State  administration  is  highly  variable,  from  your  own 
State— which  I  know  is  extremely  efficient— to  others  that  are  less  so. 
And  the  result  is  that  the  Federal  Government  is  essentially  engaged 
in  a  check-writing  situation,  accompanied  by  checks  to  make  sure  that 
the  States  are  obeying  conditions  laid  down  by  the  Congress. 

This  has  gotten  us  into  problems  with  compliance  proceedings,  hear- 
ings, threats  to  cut  off  funds  in  Arizona,  New  Mexico,  Nebraska,  Con- 
necticut, Arkansas,  California,  and  several  other  States,  just  within 
the  last  few  months. 

Senator  Nelson.  Mr.  Chairman,  I  think  I  have  exceeded  my  time.  I 
have  further  questions,  but  I  shall  be  glad  to  yield. 

The  Chairman.  I  have  indicated  I  would  like  to  come  back  to  Sena- 
tor Ribicoff,  and  he  was  willing  to  yield  for  a  while. 

Senator,  would  you  like  to  continue  that  line  of  questioning  ? 

Senator  Ribicoff.  No;  I  would  just  as  soon  start  tomorrow  morning, 
in  all  fairness  to  the  Senators  who  have  other  things  to  do,  and  to  the 
witnesses. 

You  have  an  obligation  to  be  on  the  floor  at  2  o'clock.  Maybe  this  is  a 
good  time  to  adjourn  for  the  day. 

The  Chairman.  Thank  you,  Senator. 

Thank  you,  Mr.  Secretary.  After  a  while  we  ought  to  get  around  to 
talking  about  the  good  provisions  of  the  bill,  about  which  we  all  can 
agree,  as  well  as  the  controversial  ones. 

Secretary  Richardson.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  with  your  permission,  I  would  like  to  open  tomor- 
row's hearing  with  a  display  of  a  gadget  I  have  had  developed  in  order 
to  make  graphic  the  point  we  dealt  with  last  year :  the  interaction  be- 
tween tax  rate,  benefit  levels,  and  costs. 

The  Chairman.  Bring  it  along  tomorrow.  We  would  like  to  look 
at  it. 

We  shall  meet  at  10  o'clock  tomorrow. 

(Whereupon,  the  committee,  at  1 :05  p.m.,  recessed  to  reconvene  to- 
morrow, July  28, 1971,  at  10  a.m.*) 


♦Hearing  date  subsequently  changed  to  July  29,   1971,  because  of  Senatae  floor  action 
on  Sugar  Act  Amendments  of  1971. 
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THUBSDAY,    JULY    29,    1971 

U.S.  Senate, 
Committee  on  Finance, 

Washington,  D.C. 

The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  2221, 
New  Senate  Office  Building,  Senator  Russell  B.  Long  (chairman), 
presiding. 

Present :  Senators  Long,  Hartke,  Ribicoff,  Harris,  Bennett,  Jordan 
of  Idaho,  Fannin,  and  Hansen. 

The  Chairman.  This  hearing  will  come  to  order. 

Opening  Statement  of  the  Chairman 

Today  the  committee  will  hear  Hon.  James  D.  Hodgson,  Secre- 
tary of  Labor,  on  the  work  incentive  program  enacted  in  1967  and 
the  welfare  program  the  Department  would  administer  under  H.R.  1. 
In  large  measure,  there  is  little  difference  between  the  present  law  and 
what  the  bill  proposes. 

Unfortunately,  the  performance  of  the  Department  of  Labor  under 
the  work  incentive  plan  has  been  dismal,  leaving  members  of  this 
committee  properly  skeptical  that  the  work  and  training  rules  in  H.R. 
1  would  be  any  more  successfully  applied  in  the  future  than  the  existing 
law  has  been  applied  in  the  past. 

Indeed,  the  continued  poor  performance  of  the  Department  since 
Secretary  Hodgson  testified  last  year  seems  to  attest  to  the  unwilling- 
ness— or  the  inability — of  the  Labor  Department  to  help  welfare  re- 
cipients prepare  for  a  better  life. 

Here  are  the  facts : 

Labor  Department  failed  to  enroll  one-third  of  the  511,000  AFDC 
recipients  found  appropriate  for  referral  to  the  work  incentive  pro- 
gram from  July  1968  to  December  1970. 

Almost  45  percent  of  the  persons  enrolled  in  the  program  dropped 
out. 

More  than  25  percent  of  the  enrollees  are  simply  waiting  for  train- 
ing or  placement. 

Almost  no  trainees  have  been  placed  in  employment. 

Despite  the  vast  array  of  manpower  programs  open  to  WIN  par- 
ticipants, only  6  percent  of  WIN  participants  are  actually  taking 
part  in  these  Labor  Department  programs. 

Despite  the  obvious  advantages  of  employment-based  training,  only 
6  percent  of  WIN  enrollees  may  be  found  in  on-the-job  training  as 
public  service  employment. 
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Despite  the  wide  congressional  interest  in  public  service  employ- 
ment— and  the  statutory  emphasis  on  public  service  employment — 
only  1,149  persons  were  enrolled  in  WIN  public  service  employment 
in  April  1971  and  of  these  901  were  in  one  State — West  Virginia. 

This  litany  of  dissappointment  is  enough  to  completely  frustrate 
well-intentioned  legislators.  It  reflects  a  "can't  do"  attitude  rather  than 
a  "can  do"  attitude,  and  I  might  say  Congress  would  be  unwise  to  base 
a  $5  billion  welfare  expansion  program  on  a  "can't  do"  philosophy. 

The  Auerbach  Corp.  which  reviewed  the  WIN  program  for  the 
Labor  Department  cites  a  preoccupation  with  H.K.  1  as  a  major  cause 
of  the  Labor  Department's  failure  under  the  work  incentive  program. 

As  one  who  played  a  major  role  in  drafting  the  work  incentive  pro- 
gram, it  leaves  me  asking  the  Secretary  what  is  the  trouble;  is  the 
law  we  gave  you  based  on  the  wrong  concept ;  are  we  going  about  it 
the  wrong  way,  or  is  it  the  inability  of  your  people  to  administer? 
What  is  the  answer  to  this  maze  ?  Why  can't  we  work  out  something 
where  we  give  somebody  an  advantage  for  going  to  work  and  help  him 
when  he  does  go  to  work  ?  Why  is  it  that  we  cannot  get  off  the  ground 
by  putting  people  into  meaningful  jobs,  for  example,  as  liberally  as 
we  provide  for  helping  the  States  and  the  public  in  the  nonprofit 
groups  if  they  will  put  people  into  work  positions  ?  What  is  it  ?  Is  it 
that  they  do  not  know  about  it  or  rather  that  they  do  not  care  to 
participate  ? 

Frankly,  as  one  who  has  worked  hard  to  try  to  help  people  find 
jobs  and  increase  their  income  in  doing  it,  as  one  who  believes  in  the 
concept  of  workfare  rather  than  welfare,  I  am  looking  for  answers, 
and  we  hope  very  much  you  can  contribute  some  to  use  here  today. 

Opening  Statement  or  Senator  Ribicoff 

Senator  Ribicoff.  Mr.  Chairman,  may  I  make  a  comment  ?  I  think 
what  is  interesting  to  me,  Mr.  Chairman,  you  and  I  start  from  oppo- 
site ends  of  the  spectrum  on  welfare,  and  yet  in  many  respects  our 
thinking  seems  to  converge  at  the  same  place,  and  if  I  may  add  a 
footnote  to  what  you  have  just  said,  the  present  proposal  requires 
2.6  million  Americans  to  register  for  work.  That  is  more  than  double 
the  number  participating  in  all  the  Federal  manpower  programs  in 
1970,  and  yet  the  record,  as  you  say,  of  all  Federal  manpower  pro- 
grams indicates  failure. 

In  the  1960's  over  a  half  dozen  manpower  programs  were  estab- 
lished, and  between  1964  and  1967  133,000  persons  enrolled  in  these 
programs.  And  yet  in  1967,  only  22,000  had  found  jobs,  and  70,000 
were  still  in  training.  Meanwhile  the  Federal  welfare  rolls  had  ex- 
panded by 800,000. 

What  did  the  Congress  do  ?  We  reacted  by  establishing  even  more 
programs  instead  of  attempting  to  evaluate  the  deficiencies  of  existing 
ones. 

Now,  these  new  programs  also  failed  to  place  training  graduates 
in  permanent  job  programs.  The  WIN  program  is  a  good  example 
of  such  failure.  From  mid- 1968  to  1970  WIN  demonstrated  a  lack  of 
achievement,  exceeding  even  the  shortcomings  of  other  manpower 
programs.  Only  10  percent,  20,000  AFDC  cases,  out  of  a  WIN  enroll- 
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ment  of  229,000  people  were  closed  as  a  result  of  WIN.  Meanwhile, 
the  welfare  rolls  increased  by  over  a  million  families. 

Now,  the  question  that  you  and  I  and  Senator  Bennett  and  this  com- 
mittee have  to  answer  is,  are  we  going  to  perpetuate  this  record  of 
failure  by  giving  the  Department  of  Labor  an  overwhelming  new  bur- 
den without  finding  out  why  the  Federal  Government  believes  it  will 
succeed  with  opportunities  for  families  when  all  other  similar  pro- 
grams have  failed. 

In  fiscal  1972  total  Federal  outlays  for  manpower  will  exceed  $3.7 
billion.  If  we  had  used  that  money  in  the  creation  of  public  service 
jobs  rather  than  in  the  multiplicity  of  training  job  placement  assist- 
ance, program  direction,  research  and  support,  over  900,000  impover- 
ished Americans  now  on  relief  could  have  gone  to  work  immediately 
at  a  decent  wage  in  the  fastest  growing  sector  of  our  economy,  State 
and  local  public  service. 

Now,  along  the  lines  that  you  have  said,  Mr.  Chairman,  I  would  like 
to  ask  unanimous  consent  to  submit  to  the  Secretary  a  series  of  re- 
quests for  information  and  documentation  concerning  plans  for  the 
implementation  of  OFF,  experience  under  WIN,  the  shortcomings  of 
the  U.S.  Employment  Service,  as  well  as  other  information  necessary 
to  evaluate  the  Department  of  Labor's  ability  to  properly  handle  this 
massive  new  program ;  and  I  also  ask  unanimous  consent,  Mr.  Chair- 
man, that  you  ask  the  Secretary  of  Labor  to  submit  to  this  committee 
answers  to  these  questions  which  contain  the  information  which  we  are 
going  to  need  to  mark  up  this  bill  along  the  lines  that  we  are  all  think- 
ing and,  it  would  seem  to  me,  that  in  the  question  or  the  matter  of  a 
couple  of  weeks,  the  Department  ought  to  submit  this  so  our  staff  can 
spend  the  recess  studying  this  material,  and  it  should  be  available  to  us 
when  we  return  from  our  recess.  I  would  like  to  submit  this  to  the 
Secretary. 

The  Chairman.  The  Senator  may  do  so.  The  Secretary  will  provide 
you  the  information.  I  would  like  to  see  the  questions  and  answers  as 
well.  I  am  sure  it  would  be  helpful. 

(The  questions  of  Senator  Kibicoff  follow.  The  replies  of  the  De- 
partment of  Labor  appear  as  appendix  E,  pp.  533  ff. ) 

Request  of   Senator  Abraham   Ribiooff 

questions  for  labor  secretary  james  hodgson — and  requests 

for  documentation 

1.  How  many  Americans  are  unemployed?  underemployed?  and  how  many  are 
(a)  eligible  for  and  (b)  required  to  participate  in  the  OFF  program?  Based 
on  WIN  experience  how  many  of  those  in  (b)  would  voluntarily  agree  to  parti- 
cipate in  OFF?  Show  the  present  levels  of  training  and  education  of  those  eligible 
for  the  OFF  program,  (i.e.  assess  employability )  How  many  of  these  individuals 
are  eligible  for  existing  manpower  programs  (break  down  by  program,  includ- 
ing Public  Service  Employment)  ;  how  many  have  already  been  processed 
through  other  programs — with  what  results?  (See  pp.  534,  535.) 

2.  What  percentage  (estimated)  of  the  individuals  required/eligible  to  parti- 
cipate in  OFF  are  minorities?  What  measures  are  you  taking  now  to  insure 
equal  opportunity?  (Please  provide  the  Committee  with  annual  reports  on  EEO 
enforcement  for  DOL  manpower  programs  for  the  past  two  years,  showing  how 
enforcement  is  administered  at  DOL,  regions  and  locally,  size  of  budget,  num- 
ber of  staff,  volume  of  complaints  and  agreements  handled,  etc.)  How  do  you 
plan  to  adjust  your  EEO  enforcement  program  to  accommodate  the  new  responsi- 
bilities? (See  pp.  535-570.) 
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3.  What  percentage  of  the  OFF  enrollees  reside  in  rural  areas?  (give  break 
down  by  region)  What  manpower  programs  do  you  presently  have  in  those 
areas  (name  specific  program,  size  of  investment,  administrative  agency,  show 
present  as  well  as  cumulative  figures)  What  local  delivery  system  do  you  have 
to  implement  rural  programs?  (What  about  community  action  agencies?)  What 
steps  are  you  taking  to  correct  the  problems  detailed  in  the  petition  recently 
filed  with  the  Secretary  of  Labor  on  behalf  of  migrant  workers  and  their  or- 
ganizations, and  in  the  National  Urban  Coalition-Lawyers'  Committee  publica- 
tion "Falling  Down  on  the  Job."  (See  pp.  571-583.) 

4.  What  kinds  of  jobs  are  presently  available  in  the  private  sector  for  OFF 
enrollees?  (specify  categories)  With  what  salary  levels?  Provide  documentation 
showing  employability  characteristics  of  those  required  to  participate  in  OFF  v. 
openings  in  private  labor  market.  Please  provide  documentation  on  the'  WIN 
experience  to  date,  with  detailed  break-downs  on :  kinds  of  jobs  placed,  salary 
levels,  kinds  of  training  and  special  services  received  before  placement.  Docu- 
ment the  cost  of  training  and  services  (including  day  care)  measured  against 
quality  of  job  placement  and  against  cost  of  maintaining  same  individuals  on 
welfare.  Analyze  and  recommend  the  kinds  and  levels  of  support  (specifying 
type  of  training,  etc.)  needed  for  the  jobs  in  which  WIN  enrollees  have  been 
placed.  Show  relationships  of  job  placement  of  WIN  participants  and  unemploy- 
ment levels — for  the  10  largest  cities,  for  5-10  rural  areas.  Provide  us  with 
"Internal  Staff  Briefing  Paper  Work  Incentive  Program"  prepared  by  the  Wel- 
fare Reforming  Staff  and  "Work  Incentive  Program"  Second  Annual  Report  of 
the  Department  of  Labor  to  the  Congress  on  Training  and  Employment  Under 
Title  IV  of  the  Social  Security  Act.  (See  pp.  583-661.) 

5.  Based  on  your  knowledge  of  the  labor  market,  and  of  those  eligible  for 
OFF,  please  provide  the  Committee  with  a  phased  schedule  suggesting  how  we 
might  break  down  into  priority  of  service  categories  the  millions  of  people  re- 
quired to  participate  in  the  programs.  Show  why  (if  at  all)  proposed  categories 
differ  from  those  under  WIN.  (See  pp.  662.) 

6.  Provide  the  Committee  with  a  chart  indicating  by  State  the  salary  levels 
required  to  get  an  individual  off  welfare ;  also  indicate  the  minimum  wage  level 
in  each  state.  Compare  the  former  with  the  data  provided  in  (4)  showing  the 
kinds  of  jobs  now  available  for  OFF  participants.  (See  pp.  662,  663.) 

7.  Public  Sector  Jobs — What  is  your  position  on  the  public  service  employ- 
ment program  proposed  as  part  of  OFF?  How  do  you  plan  to  relate  it  to  the 
recently  passed  PSE  bill?  Do  you  agree  with  the  bill  as  written,  i.e.  that  it 
should  provide  low  level  jobs  for  the  hardest  to  place.  What  are  the  greatest 
areas  of  growth  in  the  public  sector  (leading  to  permanent  jobs)?  How  many 
of  these  jobs  require  training  (in  regard  to  the  individuals  represented  in  the 
welfare  population)  ;  detail.  How  many  non-skilled  (no  training  required)  jobs 
exist  in  the  public  sector?  Break  down  both  skilled  and  non-skilled  jobs  into 
temporary  and  permanent  categories.  Which  (break  down  by  training  required, 
no  training,  temporary,  long-term)  of  the  jobs  can  lead  directly  to  private  em- 
ployment? Which  are  appropriate  for  welfare  recipients?  Provide  us  with  data 
on  the  operation  of  the  Public  Service  Career  program  to  date — placements, 
kinds  of  jobs,  salary  levels,  kinds  of  private  employment  obtained  after  a  PSC 
job  etc.  (See  pp.  664-668.) 

8.  The  House  Ways  and  Means  Committee  report  stated  that  responsibility 
for  delivery  of  manpower  services  under  the  OFF  program  should  not  be 
assigned  to  local  employment  services,  where  they  have  proved  inadequate  in 
handling  the  disadvantaged.  What  kinds  of  changes  do  you  plan  to  make  to 
make  the  ES  more  responsive?  Does  the  Wagner-Peyser  Act  need  to  be  amended? 
(If  so,  please  provide  model  legislation  with  6  weeks)  What  steps  have  you 
taken/do  you  intend  to  take  to  carry  out  Pres.  Nixon's  directive  that  federal 
contractors  must  list  job  openings  with  ES?  Provide  us  with  the  analysis  of  the 
ES  completed  in  the  spring  of  1971  and  known  as  the  ES,  indicating  your  pres- 
ent plans  regarding  delivery  of  OFF  services  in  that  state  (i.e.  will  they  be 
delivered  by  ES,  CAA,  others?).  Also  provide  us  with  the  rebuttal  to  the  Urban 
Coalition-Lawyers'  Committee  report — "Falling  Down  on  the  Job:  The  U.S. 
Employment  Service  and  the  Disadvantaged"  prepared  bv  William  R.  Ford  of 
the  ICESA. 

What  percent  of  ES  placement  of  the  disadvantaged  (or  of  welfare  recipients, 
if  known)  have  been  in  jobs  below  the  minimum  wage?  Not  covered  by  work- 
men's compensation?  Less  than  1  year?  Agricultural? 
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Recent  DOL  policy  memoranda,  state  that  the  ES  will  become  (or  is)  the  "co- 
ordinator of  manpower  programs".  What  does  this  mean?  (See  pp.  668-710.) 

9.  Program  Management— What  will  the  role  of  the  CAA's  be  under  the  OFF 
program  ?  What  is  your  evaluation  of  and  do  you  intend  to  stick  with  the  "prime 
sponsorship"  approach?  What  other  private  or  public  agencies  are  appropriate 
sponsors?  How  will  the  administration,  sponsorship  etc.  of  the  manpower  pro- 
grams under  OFF  be  related  to  the  administration  etc.  of  existing  manpower 
programs?  (MDTA,  CEP,  NYC  etc.)  ' 

Provide  us  with  a  listing  over  the  past  5  years  of  sponsorship  of  programs 
authorized  by  the  EOA,  showing  specifically  those  which  have  been  transferred 
from  CAA's  to  mayors  and  indicating  the  reasons  therefor.  How  will  the  Ob  t 
manpower  program  relate  to  the  CAMPS  structure?  (See  pp.  710-713.) 

10.  Training  Grants— What  evidence  do  you  have  that  training  increases  em- 
payability?  (Doesn't  employability  depend  on  job  market?)  Give  placement  re- 
sults of  DOL  training  programs  for  past  5  years  indicating  salary  levels.  What 
has  your  experience  in  terms  of  ultimate  job  placements  been  under  on-the-job 
training  programs,  as  compared  with  institutional  training?  Specify  re-WIN 
program.  What  percent  and  at  what  levels  (by  training  slots  or  funding)  of  the 
training  under  OFF  will  be  OJT? 

Provide  us  with  a  listing  of  major  private  firm  participants  (including  non- 
profit corp. )  in  training  to  date,  indicating  amount  of  contract,  kind  of  training, 
job  placement  and  career  advancement  results  (for  MDTA,  JOBS,  and  CEP). 
Indicate  which  of  those  firms  are  minority  concerns,  also  provide  a  list  of  minor- 
ity firms  which  have  applied  for  and  been  denied  such  contracts. 

'Submit  all  guidelines,  models,  regulations,  etc.  pertaining  to  the  JOBb  pro- 
gram and  the  NAB's  network.  Indicate  the  relevance,  if  any,  of  that  program 
to  OFF  (Note:  JOBS  is  the  fast  growing  manpower  program  and  the  one  over 
which  the  DOL  and  the  Congress  have  exercised  the  least  oversight.  The  GAO 
in  "Evaluation  of  Results  and  the  Administration  of  the  Job  Opportunities  in 
the  Business  Sector  Program  in  Five  Cities",  March  24,  1971  documented  the 
failings  of  the  program  )  (See  pp.  713-732.) 

11  Supportive  Service— H.R.  1  authorizes  you  to  spend  $100  million  annually 
in  supportive  services  for  OFF  participants.  What  services  will  you  provide? 
Through  what  mechanism?  (See  pp.  732,  733.) 

12.  Miscellaneous 

(a)  HR  1  provides  for  inter-state  transfers  of  workers.  How  would  this 
work?  Provide  data  showing  how  inter-state  system  has  worked  to  date  for  non- 
agricultural  jobs.  __^  TT  ...  .  . 

(b)  H  R  1  provides  for  a  new  Ass't.  Sec.  for  the  OFF  program.  How  will  his 
responsibilities  relate  to  those  of  the  present  Ass't.  Secretary  of  Manpower? 

(c)  What  criteria  or  what  benchmarks  should  the  Congress  apply  in  its  over- 
sights activities  to  determine  if  this  program  is  a  success? 

(d)  We  have  received  data  indicating  that  your  manpower  training  programs 
are  under-subscribed  this  year.  To  what  do  you  attribute  that  ? 

(e)  How  do  vou  plan  to  involve  the  beneficiaries  of  H.R.  1  in  program  de- 
sign, evaluation,  etc.?  (other  than  through  possible  contracts  with  CAAs) 
(See  pp.  733,  734.) 

The  Chairman.  Any  further  questions  ? 

Opening  Statement  of  Senator  Bennett 

Senator  Bennett.  I  have  no  prepared  statement,  Mr.  Chairman,  but 
I  want  the  Secretary  to  know  that  I  share  the  concern  that  has  been 
expressed  here.  We  are  presumably  trying  to  solve  a  welfare  problem 
by  taking  people  off  of  welfare  and  putting  them  into  jobs,  as  has  been 
indicated,  the  record  thus  far  has  not  been  very  bright.  We  are  charged 
with  developing  a  new  program,  and  I  hope  that  we  will  have  the 
cooperation  of  the  Department  of  Labor  and  the  Department  of  HEW 
because  my  concern  is  that  we  develop  a  practical  program  and  not  a 
theoretical  one,  that  we  are  able  to  make  some  fresh  starts  and  not 
continue  to  put  patches  on  failures  so  they  will  hold  air  for  a  little 
while  but  will  leak  out  as  the  others  have  done. 
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This  may  be  our  last  chance  for  a  long  time  to  solve  or  at  least 
control  the  welfare  program.  If  we  fail  this  time  the  rate  at  which 
people  will  move  out  of  employment  and  on  to  welfare  may  continue 
and  even  increase,  and  it  could  be  that  in  10  or  15  years  from  now  a 
quarter  to  a  third  of  American  people  will  have  moved  on  to  welfare, 
and  we  have  got  to  stop  that. 

It  requires  two  things:  It  requires  a  program  and  it  requires  jobs 
to  which  these  people  can  be  moved,  and  I  think  more  than  ever  before 
this  committee  is  determined  to  stay  with  this  problem  until  we  get 
what  seems  to  us  to  be  a  practical  rather  than  a  theoretical  solution. 
I  think  we  are  more  concerned  with  the  job  than  we  are  with  the 
training  program,  which  has  not  always  been  the  case. 

So  I  am  going  to  listen  with  great  care  to  what  the  Secretary  has 
to  say,  and  I  am  going  to  do  everything  I  can  to  translate  any  idea 
we  can  get  from  any  source  into  a  practical  program.  Thank  you 
Mr.  Chairman. 

The  Chairman.  Secretary,  would  you  care  to  proceed  now  with 
your  statement,  sir. 

STATEMENT  OF  HON.  JAMES  D.  HODGSON,  SECRETARY  OF  LABOR; 
ACCOMPANIED  BY  MALCOM  R.  LOVELL,  ASSISTANT  SECRETARY 
FOR  MANPOWER;  AND  JEROME  M.  R0S0W,  ASSISTANT  SECRE- 
TARY FOR  POLICY,  EVALUATION,  AND  RESEARCH 

Secretary  Hodgson.  Mr.  Chairman,  you  and  Senator  Ribicoff  and 
Senator  Bennett  have  put  a  lot  of  food  for  thought  on  our  plate  at  the 
outset  here,  and  we  will  try  to  eat  our  way  through  it  this  morning. 

The  Chairman.  If  I  might  just  interrupt  you  for  one  moment  before 
you  do,  Mr.  Secretary,  it  occurs  to  me  that  the  record  we  are  making 
here  can  be  very  useful.  We  are  going  to  suspend  during  this  August 
recess,  and  that  is  going  to  offer  the  various  people  around  the 
country — and  I  have  in  mind  these  State  administrators,  the  State 
departments  as  well  as  the — I  mean  the  labor  security  people,  unem- 
ployment security,  and  your  labor  people,  as  well  as  the  welfare  and 
the  HEW  people  around  the  country,  an  opportunity  to  study  what 
has  been  said  in  these  hearings. 

I  hope  we  can  print  up  the  first  volume  or  two  of  the  hearings  here 
that  we  have  had,  and  begin  to  analyze  the  problem  as  it  is  laid  before 
us.  Perhaps  we  can  get  some  help  from  administrators  and  others  in 
resolving  some  of  the  differences  that  we  find  between  what  is  being 
advocated  by  the  administration  and  what  is  being  advocated  by  some 
of  the  Senators. 

I  am  sure  that  you  have  able  people  in  your  department,  You 
have  done  a  fine  job  down  there,  but  you  do  not  have  all  the  brains 
in  America  in  that  Labor  Department.  We  should  be  the  first  to  admit 
that  we  do  not  have  it  all  on  this  committee.  We  would  be  glad  to 
welcome  whatever  someone  can  contribute  to  help. 

Secretary  Hodgson.  In  fact,  I  think  you  might  say  that  not  all  the 
brains  in  America  are  here  along  the  Potomac. 

The  Chairman.  That  is  right. 

Secretary  Hodgson.  Mr.  Chairman,  if  I  may  then,  I  will  proceed 
with  my  statement.  I  do  not  intend  today  to  present  a  case  for  welfare 
reform.  It  seems  to  us,  that  the  case  has  been  made.  It  has  been  made 
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by  the  committees  of  Congress.  It  has  been  made  in  public  dialog, 
and  perhaps  most  of  all,  it  has  been  made  by  the  constantly  deterio- 
rating performance  of  the  present  welfare  system.  I  suggest  then  that 
the  essential  questions  that  remain  are  what  shall  be  the  elements  of 
welfare  reform,  and  how  soon  shall  we  achieve  it.  These  are  the  ques- 
tions this  committee  will  help  decide,  and  I  am  here  solely  to  be  of 
assistance  in  helping  to  make  those  decisions. 

At  the  outset  let  me  make  it  clear  that  I  believe  that  the  appro- 
priate elements  of  the  needed  reform  are  embodied  in  H.R.  1  and 
that  this  legislation  should  be  enacted  at  the  earliest  possible  date 
consistent  with  the  considered  examination  such  landmark  legislation 
deserves.  For  indeed  this  is  landmark  legislation. 

As  Secretary  Richardson  has  described,  welfare  reform  moves  on 
several  fronts  to  accomplish  needed  reform,  of  which  breaking  the 
back  of  dependency  through  an  emphasis  on  employment  of  the  wel- 
fare recipient  is  only  one,  although  a  major  one. 

I  want  to  address  myself  to  that  role  of  employment  in  welfare 
reform. 

And  I  want  to  go  straight  to  the  issues  that  concern  this  committee. 

My  first  point  is  simply  this,  that  the  bill  before  you  this  year  is 
stronger  legislation  than  submitted  by  the  administration  and  passed 
by  the  House  of  Representatives  last  year,  largely  because,  in  my 
judgment,  of  the  work  of  this  committee  last  year. 

To  start  with,  H.R.  1  separates  those  who  would  be  required  (or 
volunteer)  to  accept  employment  or  training  from  those  not  so  re- 
quired. The  opportunities  for  families  program,  for  those  required 
or  volunteering,  is  a  distinct  program,  with  full  legal  responsibility 
lodged  in  the  Department  of  Labor.  This  puts  the  recipients  for 
whom  employment  is  the  road  to  independence  in  the  agency  best  able 
to  help  them  achieve  it.  This  is  workfare,  a  concept  favored  by  both 
the  President  and,  I  believe,  this  committee. 

The  difference  from  last  year's  manpower  and  employment  com- 
ponent, however,  goes  well  beyond  one  of  form.  It  is  improved  both 
in  terms  of  scale  and  content. 

In  terms  of  scale,  it  increases  the  funds  specifically  earmarked  for 
jobs,  for  manpower  development,  and  for  supportive  services  to  a  total 
authorization  of  $2.2  billion— all  directly  tied  to  the  key  employment 
objective.  This  increase  results  from  the  addition  of  funds  for  public 
job  creation,  child  care,  and  supportive  services,  the  elimination  of 
State  matching  requirements  on  manpower  services,  and  the  transfer 
of  a  larger  enrollment  from  the  WIN  program  than  contemplated 
last  year. 

This  increase  in  resources  in  the  family  program  is  the  direct  result 
of  a  decision  to  increase  the  amount  of  resources  invested  in  welfare 
reform — to  $2.2  billion.  Money  thus  applied  to  reducing  the  rolls  as 
compared  to  straight-benefit  payments  is  an  investment  in  future  gen- 
erations. When  comparing  total  expenditures  estimated  under  the 
welfare  reform  bill  with  existing  expenditures,  it  is  important  to  keep 
this  point  in  mind,  because  the  major  share  of  present  welfare  expendi- 
tures goes  for  benefits  or  the  administration  of  benefit  payments. 

In  terms  of  content  of  the  manpower  program,  the  most  significant 
changes  from  last  year  have  to  do  with  public  employment.  The  wel- 
fare reform  bill  provides  $800  million  for  creating  public  jobs  for  about 
200,000  people  during  the  first  year  of  the  program.  It  is  time  to  couple 
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two  needs,  the  economic  need  of  a  people  who  do  not  have  jobs  but  are 
being  supported  now  by  the  public,  and  the  need  for  services  required 
in  local  areas — services  that  State  and  local  governments  cannot  now 
afford,  partly  because  they  are  being  bankrupted  by  welfare  costs  in 
the  first  place.  The  important  companion  benefit  is  that  such  jobs  can, 
and  will,  be  used  as  stepping  stones  to  regular  jobs  in  the  unsubsidized 
sector. 

In  addition  to  direct  job  creation,  the  new  legislation  takes  further 
steps  to  open  up  jobs  for  OFP  recipients  in  the  public  sector.  All  gov- 
ernment agencies  receiving  grants  from  the  Federal  Government  would 
be  required  to  list  their  job  vacancies  with  the  local  manpower  office 
responsible  for  OFP.  Further,  such  agencies  could  be  required  to  set 
goals  for  the  hiring  of  OFP  recipients. 

Having  strengthened  the  provisions  of  the  bill  that  provide  job  op- 
portunities, it  was  appropriate  that  we  strengthen  the  requirement  to 
insure  that  OFP  recipients  avail  themselves  of  the  opportunities  pro- 
vided. The  penalty  for  refusing  work  has  been  raised  from  $300  to 
$800.  Our  experience  has  been  that  people  normally  will  avail  them- 
selves of  opportunity,  but  the  penalty  is  there  for  when  it  is  needed, 
and  to  assure  those  not  so  willing  are  not  going  to  get  a  free  ride. 

The  vital  nature  of  child  care  in  support  of  manpower  and  employ- 
ment efforts  is  recognized  to  a  greater  extent  in  H.R.  1  than  in  last 
year's  bill.  The  assurance  of  adequate  and  timely  child  care  is  strength- 
ened in  the  following  respects : 

A  total  of  $700  million  is  authorized  directly  in  support  of  the  em- 
ployment and  rehabilitation  objectives,  providing  child  care  oppor- 
tunities for  875,000  children.  Child  care  funds  available  in  title  IV 
for  employment  support  are  transferred  to  the  OFP  program,  and 
money  and  authority  for  construction  of  facilities  has  been  added  to 
the  bill. 

While  all  of  child  care  in  last  year's  bill  flowed  through  a  single 
agency,  this  year's  legislation  contains  a  "failsafe"  arrangement.  HEW 
would  have  the  responsibility  to  develop  child  care  facilities  under  a 
system  of  prime  sponsors,  and  Labor  would  have  the  funds  and  au- 
thority to  purchase  child  care  directly  in  areas  and  under  conditions 
where  the  system  may  be  unable  to  supply  it  in  a  timely  manner.  Of 
course,  the  Department  of  Labor  would  purchase  child  care  from 
HEW  facilities  whenever  they  were  available. 

H.R.  1  contains  specific  direction  for  the  Department  of  Labor  to 
tram — in  cooperation  with  HEW— mothers  receiving  OFP  payments 
as  workers  in  child  care  facilities.  And  this,  as  you  can  see,  will  achieve 
a  double  objective. 

H.R,  1  makes  better  provision  for  supportive  services  than  the  bill 
last  year.  It  earmarks  $100  million  specifically  for  this  purpose,  assigns 
the  funding  authority  to  the  manpower  program  of  the  Labor  Depart- 
ment, authorizes  correction  of  minor  medical  problems,  and  requires 
that  Family  Planning  Services  be  offered  OFP  recipients. 

Finally,  the  new  legislation  provides  greater  assurances  of  adequate 
administration  by  making  the  Secretary  of  Labor  fully  responsible  for 
all  manpower  activities.  A  greater  degree  of  Federal  presence  is  re- 
quired in  actual  administration  than  envisioned  in  last  year's  bill. 
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Now  we  come  to  my  important  second  point.  Work  incentives  under 
H.R.  1  are  strong.  When  combined  with  the  work  requirement  fea- 
tures, they  reflect  a  primary  emphasis  of  the  welfare  reform  bill. 

The  single  most  important  work  incentive  is  the  coverage  of  the 
working  poor.  Somehow,  in  times  past  our  rewards  and  penalties  got 
mixed  up,  creating  a  system  where  those  not  working  were  given  finan- 
cial assistance,  but  those  working  day  in  and  day  out— but  still  living 
in  poverty — were  ignored. 

We  can't  strengthen  work  incentives  by  extending  a  helping  hand 
only  to  those  who  do  not  work,  and  continuing  to  ignore  those  who  do. 
Children  in  poor  families  with  a  working  father  can  be  just  as  hungry 
as  those  in  poor  families  with  an  unemployed  father,  or  with  no  father 
at  all. 

There  has  been  a  tendency  to  look  only  at  a  few  aspects  of  work  in- 
centives rather  than  at  the  total  package.  The  question  of  work  in- 
centives may  be  a  complicated  one  so  I  would  like  to  list  the  major 
work  incentive  considerations  in  H.R.  1. 

1.  Most  mothers  on  welfare  want  to  work.  Our  surveys  and  experi- 
ence demonstrate  this.  A  major  incentive  for  them  to  do  so  is  the  avail- 
ability of  skill  training,  which  is  what  many  of  them  need  to  land  a 
real  job. 

2.  A  major  barrier  to  women  on  welfare  working  is  child  care  un- 
availability. When  available,  a  strong  work  incentive  exists  both  from 
the  standpoint  of  cash  earnings  and  the  opportunity  it  affords  the 
child. 

3.  In  addition  to  the  availability  of  training,  there  is  an  immediate 
financial  inducement — a  monthly  training  bonus  of  at  least  $30.  Also 
transportation  costs  and  any  one-of-pocket  costs  of  attending  training 
can  be  reimbursed. 

4.  The  "income  disregards"  insure  that  work  is  financially  reward- 
ing by  enabling  work  and  allowance  income  to  be  combined.  Not 
counted  in  computing  benefit  reductions  are  the  first  $720  of  earnings, 
one-third  of  additional  earnings,  child  care  expenses,  and  the  income 
of  students  in  the  family. 

5.  Despite  some  misimpression  that  has  evolved  from  the  focus  on 
the  economic  term,  "marginal  tax  rates,"  none  of  a  person's  earnings 
are  taken  away  by  H.R.  1.  I  am  afraid  this  terminology  may  have 
mislead  a  great  many  people.  There  is  no  tax  in  H.R,  1.  What  happens 
is  that  the  Federal  allowance  is  reduced  as  earnings  increase,  and  I 
know  of  no  desirable  alternative  to  such  a  policy. 

6.  A  point  on  income  relativity  has  been  missed  in  all  of  the  analyses 
of  income  incentives  we  have  seen.  What  may  appear  to  middle  income 
groups  to  be  only  modest  increases  in  income  resulting  from  working 
actually  is  a  great  gain  to  a  poor  family  whose  entire  income  has  been 
going  to  meet  fixed  expenses.  An  additional  $50  per  month  may  be  a 
300  percent — or  a  1,000  percent  increase  in  discretionary  income  over 
which  the  family  has  some  control,  income  with  which  to  get  the  baby's 
shoes,  or  buy  a  child  warm  clothing. 

7.  Those  who  have  focused  on  how  much  of  an  increase  in  earned 
income  of  $1,000  per  year  a  family — in  effect — retains  under  all  direct 
and  imputed  deductions  often  have  missed  a  number  of  important 
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factors,  as  far  as  the  incentive  to  accept  jobs  that  pay  higher  wages 
are  concerned. 

In  the  first  place,  the  typical  decision  faced  by  a  welfare  mother  is 
not  whether  she  should  or  should  not  accept  a  job  paying  $1,000  a  year 
more  than  she  is  now  earning.  They  typically  are  not  working  now. 
Their  choice  is  taking  a  part-time  or  full-time  job.  And  they  can't  con- 
trol the  wage ;  the  employer  controls  that. 

However,  to  a  person  who  is  already  working  and  faces  the  prospect 
of  switching  to  a  higher  wage  job,  there  are  some  powerful  incentives 
we  ought  to  keep  in  mind. 

Fringe  benefits  increase  disproportionately  to  wage  rates,  as-BLS 
studies  have  documented.  When  a  man  accepts  a  higher  paying  job, 
on  the  average,  the  fringe  benefits  increase  by  a  greater  percentage 
than  the  hourly  rate  of  pay. 

Higher  paying  work  m  our  society  is  normally  more  satisfying 
work  and  carries  more  prestige. 

Speaking  of  the  importance  of  employment  and  income,  Daniel 
Patrick  Moynihan  once  noted : 

In  America  what  you  do  is  what  you  are :  to  do  nothing  is  to  be  nothing ; 
to  do  little  is  to  be  little.  The  equations  are  implacable  and  blunt,  and  ruthlessly 
public. 

Incentive  to  work — in  an  equitable  and  humane  context — is  what 
welfare  reform  is  all  about.  It  is  right  that  we  examine  work  incen- 
tives closely,  and  that  we  take  into  account  the  full  range  of  consider- 
ations that  influence  the  decision  to  labor  on  behalf  of  self,  family, 
community,  and  Nation. 

My  third  point  has  to  do  with  our  general  capability  in  manpower 
development  and  job  placement,  it  is  considerable,  and  has  been  re- 
cently strengthened  in  several  respects. 

We  believe  workfare  is  feasible  if  we  can  build  it  upon  the  sizable 
manpower  capability  that  has  evolved  during  the  decade  of  the  sixties. 
The  Department  of  Labor  administers  the  apprenticeship  program, 
runs  the  Nation's  job  exchange,  deals  with  thousands  of  employers  in 
National  Alliance  of  Businessmen's  JOBS  and  other  on-the-job  train- 
ing programs.  It  has  a  nationwide  network  of  institutional  training 
programs  under  MDTA,  starts  youth  in  the  slums  along  the  employ- 
ment path  in  its  neighborhood  youth  corps  program,  and  deals  with 
union  programs  in  countless  ways. 

Administration  of  workfare,  in  other  words,  will  not  start  from 
scratch.  It  builds  on  the  work  of  a  decade  or  more,  and  manpower 
capability  has  been  augmented  substantially  just  in  the  year  that  has 
passed. 

While  the  new  Emergency  Employment  Act  is  a  temporary  meas- 
ure, it  will  give  us  actual  experience  in  administering  a  widespread 
public  employment  program  before  H.K.  1  becomes  effective. 

On  June  16,  the  President  signed  an  important  Executive  order, 
one  that  will  greatly  enhance  the  job-finding  capabilities  of  the  public 
manpower  agencies.  Under  this  order  all  Government  contractors  will 
now  be  required  to  list  their  job  vacancies  with  such  agencies.  This 
will  greatly  expand  our  access  to  job  openings.  We  estimate  that  over 
6  million  additional  job  vacancies  will  be  registered  during  the  first 
year.  Many  of  these  jobs  will  be  suitable  for  trained  welfare  recipients. 
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By  the  time  H.R.  1  becomes  effective,  computerized  job  banks  will 
be  available  in  all  States,  and  will  operate  on  a  statewide  basis  in  each 
of  them.  This  program  increases  the  speed  of  the  job  matching  proc- 
ess, and  has  broadened  the  effectiveness  of  public  employment  service 
agencies  across  the  Nation. 

Under  H.R.  1,  the  Secretary  of  Labor  has  the  flexibility  to  use  any 
and  all  of  his  manpower  agencies  and  programs  to  carry  out  the  pur- 
poses of  the  act.  Further,  the  authority  he  has  under  H.R.  1  and  other 
acts  gives  him  added  capability  in  experimenting  with  new  approaches 
for  delivering  manpower  services  improving  employability,  and  mak- 
ing job  placements. 

Now  we  come  to  some  comments  on  the  WIN  program  that  you 
expressed  concern  about  in  your  initial  remarks,  Mr.  Chairman.  This 
is  our  fourth  major  point.  In  replacing  WIN  with  workfare  H.R.  1 
has  been  designed  with  the  objective  of  avoiding  the  pitfalls  revealed 
by  the  current  WIN  program. 

While  we  feel  the  WIN  program  has  been  important  for  the  people 
it  has  been  able  to  serve,  it  should  be  recognized  that  it  is  a  pale  fore- 
runner to  the  workfare  features  of  H.R.  1.  WIN  has  made  a  significant 
contribution.  Those  put  into  employment  have  received  hourly  wages 
ranging  from  $1.48  per  hour  in  food  service  to  $3.73  per  hour  in  mining 
of  minerals,  with  an  overall  average  of  $2.28  per  hour.  For  those  who 
achieved  such  independence  and  earnings,  WIN  must  be  judged  a 
success. 

However,  we  all  know  that  WIN  has  not  been  numerically  effective 
when  compared  to  the  enormity  of  the  welfare  problem,  and  I  am  not 
going  to  try  to  tell  you  that  it  has.  What  we  are  suggesting  is  that  to 
enact  workfare  is  not  just  to  make  WIN  write  larger.  I  want  to  ex- 
plain in  some  detail  how  H.R.  1  differs  from  and  deals  with  the  weak- 
nesses disclosed  in  the  WIN  program. 

At  the  outset,  WIN  has  a  faulty  referral  process.  WIN  referrals  are 
left  to  the  discretion  of  State  welfare  agencies  to  decide  who  is  appro- 
priate for  referral.  If  the  welfare  staff  is  not  in  sympathy  with  the  con- 
cept of  a  work  requirement  it  considers  few  people  appropriate  for 
referral ;  in  one  State,  for  instance,  this  has  meant  that  only  7  percent 
of  the  AFDC  population  has  been  referred  to  WIN  for  work  or  train- 
ing. Another  State  felt  the  opposite,  and  referred  94  percent,  some  of 
whom  were  not  appropriate. 

1.  H.R.  1,  on  the  other  hand,  provides  a  uniform  rule;  it  specifies 
explicitly  who  must  register  with  the  manpower  agency  in  order  to 
get  benefits.  Further,  total  responsibility  for  such  families  is  lodged 
not  in  a  multiplicity  of  States  but  in  one  place,  the  Labor  Department, 
so  there  is  no  fragmenting  of  responsibility. 

2.  Now,  WIN  has  an  inadequate  penalty  for  refusing  work.  Under 
WIN,  the  manpower  agency  simply  notifies  the  State  welfare  depart- 
ment when  a  person  quits  training  without  good  cause.  Often,  most 
often,  no  action  is  taken,  even  though  benefits  to  that  individual  are 
supposed  to  be  curtailed. 

Under  the  "Opportunities  for  Families  Program,"  benefits  would 
automatically  cease  to  a  person  upon  a  finding  by  the  Department  of 
Labor  that  he  or  she  quit  a  training  program  without  good  cause.  An 
effective  work  requirement  will  reduce  dropouts,  and  increase  entry 
into  training  programs  and  jobs. 
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3.  The  element  is  this:  WIN  has  inadequate  child  care.  WIN  has 
failed  to  deliver  child  care  for  at  least  four  reasons : 

(a)  State  matching  requirement  of  25  percent.  States  are  not  too 
well  off  these  days,  and  this  has  left  the  initiative  with  the  States,  and 
where  they  fail  to  act  there  is  no  child  care  support.  OFP,  on  the  other 
hand,  authorizes  100-percent  funding. 

(b)  The  reliance  on  a  sole  delivery  agency.  All  WIN  child  care 
comes  through  the  State  welfare  department.  Under  OFP,  any  avail- 
able and  ■  acceptable  deliverer  of  services,  including  schools  and  for- 
profit  firms,  could  be  used. 

(<?)  Inability  of  the  manpower  agency  to  secure  child  care  directly 
when  needed.  Under  WIN,  the  manpower  agency  has  no  recourse  if 
the  welfare  department  does  not  supply  adequate  child  care.  Under 
OFP,  the  Department  of  Labor  would  have  authority  to  purchase 
child  care  directly  when  HEW  was  unable  to  supply  it. 

(d)  Shortage  of  physical  facilities  in  connection  with  child  care. 
In  addition,  as  we  have  pointed  out,  to  the  $700  million  H.K.  1  would 
make  available  to  purchase  child  care  services,  $50  million  would  be 
available  (immediately  upon  enactment)  to  construct  new  child  care 
facilities. 

4.  WIN  does  not  have  a  workable  provision  for  public  employment 
jobs.  While  WIN  legislation  contemplated  public  jobs  in  the  form  of 
what  was  called  "Special  Work  Projects,"  the  financial  resources  were 
not  workable. 

OFP  provides  a  flexible  program  for  200,000  public  jobs  the  first 
year,  with  100-percent  Federal  financing  during  the  first  year  of  any 
individual's  enrollment. 

5.  WIN  now  has  matching  requirements  for  training.  WIN  requires 
the  States  to  put  up  20  percent  of  the  training  cost.  To  say  the  least, 
this  has  retarded  State  participation.  OFP  permits  the  Federal  Gov- 
ernment to  pay  100  percent. 

6.  WIN  has  high  dropout  rates  for  medical  reasons.  About  13.5  per- 
cent of  WIN  dropouts  gave  medical  problems  as  a  reason  for  leaving 
training  programs.  Arrangements  to  secure  corrective  care  on  a  timely 
basis  have  proven  inadequate.  OFP  provides  authority  and  funds  to 
the  Department  of  Labor  to  provide  physical  examinations  and  minor 
medical  care  to  eliminate  medical  problems  that  arise  and  threaten 
continued  participation  in  the  program. 

7.  WIN  has  high  dropout  rates  because  of  pregnancy.  About  10 
percent  of  women  terminating  from  WIN  for  "good  cause"  do  so  be- 
cause they  become  pregnant. 

The  OFP  program  requires  the  Department  of  Labor  to  make 
family  planning  services  available  to  OFP  mothers.  Of  course,  ac- 
ceptance of  such  services  will  be  voluntary. 

Now,  finally,  under  WIN  there  is  a  lack  of  Federal  presence  in 
administration.  Under  WIN,  the  administration  of  the  program  is 
entirely  delegated  below  the  regional  level. 

Under  OFP  an  increased  Federal  presence  in  the  administration 
of  the  program  is  required.  Complete  responsibility  would  be  clearly 
with  the  Secretary  of  Labor. 

So  we  come  finally  to  the  conclusion  that  the  OFP  program,  if  en- 
acted by  the  Congress,  will  constitute  a  major  increase  in  the  responsi- 
bility of  the  Department  of  Labor.  I  assure  the  committee  that  we  in 
Labor  are  fully  aware  of  the  enormity  of  the  undertaking,  and  are 
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prepared  to  devote  our  full  energies  to  preparing  for  the  efficient  ad- 
ministration of  this  program. 

The  OFP  program,  if  the  Congress  enacts  it,  would  be  the  most 
sizable  undertaking  in  a  great  many  years  for  the  Department.  It  is  a 
matter  we  take  with  great  seriousness,  and  it  has  the  highest  of  pri- 
orities in  our  thinking. 

We  do  not  regularly  have  a  large  staff  available  for  advance  plan- 
ning of  contemplated  programs  on  a  large  scale.  But  wo  do  not  and 
cm  mot  wait  until  the  ink  is  dry  on  legislation  of  this  magnitude  if  we 
are  to  succeed  in  meeting  the  objectives  of  the  Congress.  Therefore,  I 
have  established  a  welfare  reform  planning  staff,  directed  by  Mr. 
"Robert  Kail,  who  is  one  of  the  most  experienced  and  able  staff  mem- 
bers in  the  Department.  He  works  under  the  direction  of  a  steering 
committee,  that  reflects  all  Department  resources  and  is  chaired  by  the 
Under  Secretary. 

We  are  not.  at  this  early  date,  making  administrative  decisions.  I 
want  the  options  developed,  and  fully  staffed  out.  so  that  we  can  use 
the  time  available  to  weigh  our  alternatives  carefully. 

If  the  Secretary  of  Labor  is  given  the  responsibility  for  an  OFP 
program,  it  is  clear  to  me  that  the  manpower  component  is  going  to 
have  to  be  administered  with  a  great  degree  of  Federal  involvement. 

One  additional  point  in  regard  to  Labor-HEW  coordination.  While 
there  are  two  family  programs  in  H.K.  1— OFP  and  FAP— that  in- 
volve income  maintenance  payments,  we  are  not  going  to  create  dupli- 
cate offices  to  make  benefit  payments.  The  Ways  and  Means  Committee 
envisioned  that  we  would  arrange  to  have  those  operating  functions 
administered  by  HEW.  We  agree  that  this  makes  sense.  The  Secretary 
of  Labor,  of  course,  remains  responsible  for  the  results  obtained  in  the 
whole  of  the  "Opportunities  for  Families  Program." 

There  is  going  to  have  to  be  close  coordination  between  the  two 
Departments.  Our  contact,  at  several  levels  in  the  two  agencies,  is  now 
daily,  and  even  hourly.  And  it  is  effective.  We  expect  it  to  remain  that 

way. 

Mr.  Chairman,  it  occasionally  takes  time,  but  American  Government 
does  work.  It  can  and  has  acted  with  unity  in  the  face  of  crisis.  I  am 
confident  that  we  will  find  a  consensus  of  what  to  do  about  the  welfare 
crisis,  wholly  within  the  American  sense  of  fail'  play  and  justice,  and 
my  purpose  in  being  here  is  to  work  for  that  consensus. 

The  Chairman.  Thank  you  for  a  fine  statement.  Secretary.  You 
made  a  verv  fine  argument  for  the  program,  you  are  supporting  here. 

Senator  Wallace  Bennett  will  have  to  leave  to  go  to  the  floor,  and  if 
he  can  stay  for  a  few  minutes,  I  would  like  to  suggest  that  he  ask  the 
questions  that  he  is  intending  to  ask. 

Goals  for  State  and  Local  Government  Hiring  of  Welfare 

Recipients 

Senator  Bennett.  I  can  stay  here  for  another  hour,  but  sometimes 
when  the  right  to  question  passes,  it  is  hard  to  get  it  back,  so  I  appreci- 
ate the  privilege  of  asking  them.  I  have  only  four  questions,  more  or 
less  practical  ones,  interpretive  ones.  On  page  4  of  your  statement,  you 
say  that  the  program  will  open  up  jobs  for  welfare  recipients  by  re- 
quiring State  and  local  government  agencies  which  get  any  grants  from 
the  Federal  Government  to  set  goals  for  the  hiring  of  those  on  welfare. 
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Now,  suppose  they  set  the  goal  at  zero ;  do  you  have  any  way  to  re- 
quire them  to  change  it  ?  Do  you  have  any  way  to  require  them  to  meet 
the  goal  %  Are  }'ou  going  to  control  those  goals  ? 

Secretary  Hodgson.  We  have  the  power  of  the  dollar.  State  and  local 
government  agencies  exist  to  a  great  extent  on  funds  they  receive  from 
the  Federal  Government,  and  that  is  the  source  of  the  control. 

Senator  Bennett.  Well,  that  may  be  the  source,  but,  as  a  matter  of 
practice,  having  given  a  grant  to  the  city  of  Salt  Lake,  can  you  with- 
draw it  or  withhold  it,  or  refuse  to  pay  the  balance  of  it  if  you  are  not 
satisfied  with  the  goal  they  set  in  this  situation  ? 

Secretary  Hodgson.  I  believe  that  our  principal  hurdle  in  making 
goals  effective  will  be  in  getting  the  Federal  Departments  to  agree  to 
an  effective  program  of  this  kind.  Once  we  get  the  respective  Federal 
Departments  to  agree  to  a  program  for  their  Department,  at  that  point 
I  have  really  very  little  concern  about  getting  the  respective  com- 
ponents out  in  the  regions  and  fields  to  make  it  work. 

I  say  that  because  of  our  experience  with  programs  of  compliance 
with  Federal  activities  among  Government  contractors.  Once  a  decision 
is  made  at  the  top  and  they  know  they  have  to  comply  with  it  in  order 
to  stay  in  good  standing  they  do. 

Senator  Bennett.  But  those  are  ordinarily  questions  of  policy.  This 
is  a  question  of  numbers,  this  is  a  question  of  specific 

Secretary  Hodgson.  If  you  ask,  have  we  set  our  goals  in  terms  of 
numbers,  no;  and  I  would  think  it  would  vary  greatly  with  the  re- 
spective entities,  with  the  areas  in  which  the  circumstances  exist. 

Senator  Bennett.  I  agree  with  that. 

Secretary  Hodgson.  And  with  the  kinds  of  jobs. 

Senator  Bennett.  But  do  you  have  any  control  over  the  goals?  You 
say  these  people  will  set  the  goals  and  presumably  and,  of  course, 
this  is  ridiculous,  they  could  all  set  a  goal  of  zero.  Then  what  could 
you  do  about  it  ? 

Secretary  Hodgson.  We  could  show  considerable  reticence  in  giv- 
ing them  their  next  appropriation. 

Senator  Bennett.  But  do  you  have  any  thought  that  maybe  you 
should  have  something  a  little  more  definite  than  the  pressure  of  cut- 
ting them  off. 

Secretary  Hodgson.  I  would  be  willing  to  entertain  any  ideas  to 
make  that  kind  of  an  approach  more  sucessful,  Senator. 

My  feeling  is  from  30  years  in  the  working  world,  that  the  power 
of  t]i>  purse  seems  to  be  about  as  effective  a  power  as  there  is. 

Senator  Bennett.  Well,  you  told  us  you  have  already  moved  to  set 
up  a  task  force  chaired  by  the  Under-Secretary,  and  maybe  this  is  one 
of  the  problems  they  should  be  looking  at:  How  these  goals  can  be- 
come realitv. 

Secretary  Hodgson.  Well,  that  exceedingly  wide  range,  as  you  call 
them,  of  operating  problems  or  practical  problems  is  the  kind  of  thing 
they  will  have  to  address  themselves  to,  and  that  is  why  we  need  a 
little  leadtime  to  get  it  done. 
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Cost  of  Child  Care 

Senator  Bennett.  In  another  area,  the  House  Report  on  H.R.  1 
indicates  that  you  will  expect  persons  placed  in  employment  to  pay 
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for  their  oavii  child  care,  the  cost  of  which  will  be  used  as  a  deduction 
in  figuring  the  amount  of  assistance  they  will  receive. 

Using  a  relatively  modest  figure  of  $30  a  month  as  the  cost  for 
child  care,  care  for  a  school-age  child,  a  woman  with  three  children 
will  have  to  make  $2.50  an  hour  before  she  can  no  longer  get  any  Fed- 
eral payment,  assistance  pa^mient :  with  four  children,  $3  an  hour.  How 
do  you  expect  to  find  jobs  for  welfare  recipients  at  those  wage  lim- 
its, when  most  of  the  jobs  we  are  getting  under  the  present  work  pro- 
gram are  at  $2.28  an  hour?  In  other  words,  isn't  a  child  care  program 
really  priced  out  of  their  reach  ? 

Secretary  Hodgson.  It  would  be  if  we  were  not  going  to  have  a 
provision  for  setting  a  sliding  fee  scale  based  on  what  a  person  can 
afford. 

Senator  Bennett.  So  you  are  going  to  relate  the  cost  of  child  care 
and  you  are  going  to  subsidize  the  difference  with  these  commercial 
child  care  suppliers,  with  whom  you  expect  to  contract? 

Secretary  Hodgson.  Well,  in  effect,  that  is  what  it  would  be  within 
ceilings. 

Senator  Bennett.  That  opens  some  problems. 

Secretary  Hodgson.  Yes,  indeed. 

Administrative  Burden  or  Registration  Requirement 

Senator  Bennett.  You  complain  on  page  15  about  the  lack  of  re- 
ferrals in  some  States  and  too  many  referrals  in  others. 

Under  H.R.  1,  aren't  you  really  going  to  be  buried  under  a  massive 
paper  burden  that  will  dwarf  the  problem  that  has  been  created  for 
the  States  ? 

Secretary  Hodgson.  I  suppose  the  Social  Security  Administration 
thought  it  would  be  buried  under  a  massive  problem  when  it  was  cre- 
ated; the  unemployment  insurance  people  felt  the  same  way.  Those 
organizations  have  managed  not  to  only  take  a  few  million  people 
but  several  tens  of  millions  of  people  into  their  administrative  cap- 
ability and  do  a  job.  Naturally,  we  won't  make  this  program  run  like 
clockwork  from  day  one,  but  we  are  going  to  be  able  to  do  it. 

I  am  convinced  that  the  mechanics  are  there,  that  the  organizational 
capability  is  there,  and  that  we  will  be  able  to  build  toward  an  effective 
operation. 

Senator  Bennett.  I  have  no  other  questions  at  the  moment. 

The  Chairman.  Thank  you. 

Senator  Hansen.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Secretary,  let  me  compliment  you  on  your  very  lucid  and  forth- 
right statement. 
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Enthusiasm  of  Secretary  About  Work  Provisions  in  H.R.  1 

I  would  like  to  ask.  first  of  all,  I  gather  from  listening  to  your  state- 
ment that  you  are  enthusiastic  about  the  provisions  in  H.R.  1,  is  that 
right  ? 

Secretary  Hodgson.  Particularly  the  work  provisions  which  are  in 
my  ballpark. 

Senator  Hansen.  I  assume  that  you  think  they  are  sound  and  that 
they  will  work  ? 
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Secretary  Hodgson.  I  think  that  they  have  got  a  real  chance  of 
meeting  the  objective  of  H.R.  1:  To  break  a  cycle  of  poverty  and 
dependency  that  has  existed  for  a  couple  of  generations,  that  is  getting 
worse  with  each  passing  year,  and  that  has  really  no  perceptible  chance 
of  changing  unless  something  new,  a  new  feature  is  inserted  into  this 
cycle.  This  new  feature  is  moving  people  from  welfare  into  jobs, 
doing  it  by  a  system  of  incentives,  erecting  a  series  of  conditions, 
and  making  special  provision  for  work  and  training  for  the  people 
affected. 

This,  it  seems  to  me,  is  the  kind  of  fundamental  change  that  is 
worth  our  attention  and  worth  working  on,  and  getting  into  a  -form 
that  will  give  it  the  best  possible  chance  of  succeeding. 

It  seems  to  me  that  there  are  really  three  questions  in  this  whole 
area. 

The  first  is  whether  workfare  is  a  good  policy.  I  think  that,  to  a 
great  degree^  most  people  have  answered  for  themselves,  yes,  it  is. 
This,  then,  brings  up  succeeding  questions. 

Does  the  proposal,  in  the  form  it  is  in,  make  it  practical  ?  Does  it 
have  incentives?  Does  it  have  penalties?  Does  it  establish  conditions 
that  solve  foreseen  problems?  Each  of  those  things  is  addressed  in 
the  proposal  that  this  committee  has  before  it. 

Then,  finally,  do  the  mechanics  and  capabilities  exist  to  make  it 
work?  Obviously  they  do  not  exist  full-blown  overnight,  but  what 
does  exist?  Three  things  exist,  it  seems  to  me  in  the  Labor  Depart- 
ment where  this  responsibility  is  lodged.  First  is  the  responsibility  it- 
self. That  is  fixed,  it  is  a  set  place,  and  responsibility,  as  we  know,  is 
the  initial,  fundamental  thing  that  is  required  to  get  the  job  done. 

The  second  thing  is  capability.  The  capability  that  does  exist  to  do 
this  is  in  the  manpower  expertise  of  the  Nation.  A  great  deal  of  that, 
perhaps  most  of  it,  is  lodged  in  the  Labor  Department  of  the  Federal 
Government. 

We  are  going  to  be  building  on  this  capability.  It  is  not  adequate 
yet  to  do  the  full  job,  but  it  provides  a  good  solid  base,  and  we  have 
developed  some  concepts  and  some  experience  that  will  enable  us  to 
go  forward  with  some  confidence,  in  fact,  with  considerable  confidence 
in  doing  the  job. 

Finally,  I  think  attitude  is  another  most  important  thing.  Bv  put- 
ting this  work  program  into  the  Labor  Department  and  giving  it 
the  responsibility,  you  put  it  into  a  Department  that  is,  and  has  been, 
always  concerned  with  the  world  of  work.  If  there  is  any  place  that 
has  an  attitude  that  believes  that  work  is  an  important  fundamental 
part  of  American  life,  that  it  should  be  made  meaningful,  it  should 
be  rewarded,  that  people  benefit  from  it,  it  is  the  Labor  Department. 

So.  I  think,  that  all  of  these  things  lead  us  to  a  conclusion.  Senator, 
that  we  have  got  the  rie;ht  program,  the  right  idea.  We  have  put  it  in 
the  right  place,  and  the  form  that  we  have  placed  it  in  gives  us  a 
mighty  good  chance  of  making  it  work. 

Penalty  for  Refusing  to  Participate 

Senator  Hansen.  Mr.  Secretary,  the  information  I  have  indicates 
that  between  May  1970  and  April  1071,  there  were  32.052  cases  that 
dropped  out  of  the  WIN  program  without  good  cause.  I  suspect  your 
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Department  referred  these  to  HEW.  I  know  we  had  some  figures  last 
year.  I  have  forgotten  whether  it  was  6,000  or  7,000  cases  that  were 
referred  bv  the  Labor  Department  to  HEW  recommending  that  their 
benefits  be  terminated  and,  as  I  recall,  only  200  of  those  were 
terminated. 

The  information  I  have  discloses  that  for  1970  about  420  cases  total 
were  cut  off  under  this  WIN  program. 

Testing  New  Program  Before  Nationwide  Application 

Now.  last  year  there  were  a  number  of  us  on  this  committee  who 
offered  to  fund  any  kind  of  program  that  this  administration  wanted 
to  come  up  with,  but  we  said  let  us  test  it  out  and  see  if  you  are  right 
about  how  well  you  think  it  will  work. 

What  I  would  like  to  ask  you  is.  why  were  you  and  the  others  in 
the  administration  so  adamantly  opposed  to  demonstrating  something 
that  seems  to  have  such  great  merit  that  you  feel  it  should  be  enacted 
at  the  moment  ? 

Secretary  Hodgson.  I  am  not  so  sure  we  were  adamantly  opposed. 

Senator 'Hansen.  Is  there  anything  in  the  testimony  to  indicate 
that  you  gave  any  support  to  that  concept  of  trying  it  out  as  Senator 
Ribicoff  and  others  have  suggested? 

Penalty  for  Refusal  To  Participate 

Secretary  Hodgson.  Well,  I  think  what  we  wanted  to  do  was  to  get 
the  new  legislation  enacted  with  the  strong  penalty  provision  in  it, 
which,  in  itself,  creates  the  corrective  features.  That  is  the  reason  I 
stressed  so  strongly  in  my  testimony  the  availability  of  a  penalty  for 
not  only  dropping' out  but  for  refusing  training  or  placement  in  a  job 
if  such  a  placement  opportunity  existed. 

Senator  Hansen.  Let  me  interrupt  if  I  may  there  just  for  a  mo- 
ment. I  have  some  figures  that  show  the  percentages  of  the  persons 
leaving  WIN  who  are  in  jobs  which  are  strikingly  low.  Indiana,  6 
percent;  Nebraska,  10.7;  Nevada,  10.2;  New  York.  15.5;  South  Caro- 
lina. 0.2 ;  and  Texas,  6.2. 

New  York  and  California  together  have  a  third  of  the  persons  who 
have  left  within  those  percentages,  15.5  and  18.4,  respectively,  who 
have  terminated  from  WIN  and  are  in  jobs.  In  other  States,  these 
percentages  are  fairly  high.  31  percent  in  my  State  of  Wyoming;  30 
percent  in  Wisconsin;  31.2  in  Iowa;  32.6  in  Louisiana;  and  41.6  in 
Washington,  D.C. 

My  question  is  this :  Isn't  it  possible  under  the  penalty  that  is  now 
included  in  II. R.  1  in  areas  of  seasonal  employment,  such  or  those  in 
the  northern  climates,  isn't  it  possible  for  a  person  to  be  offered  a  job 
and  to  refuse  to  take  that  job,  and  if  it  is  accepted  by  someone  else  he 
can  be  back  2  weeks  later  and  say,  "I  am  ready  to  take  the  job  now" 
and  would  he  not  be  penalized,  not  the  amount  that  you  indicate,  but 
a  much  smaller  percentage,  fraction  of  that  ? 

Secretary  Hodgson.  Well,  the  operation  of  the  penalty  provisions 
is  one  that  is  going  to  test  our  capability  of  making  this  program 
work. 
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We  do  have,  as  you  know,  another  system  in  this  country  and  one 
that  has  operated  in  accordance  with  the  standards  of  the  Labor  De- 
partment, where  we  do  have  penalties  for  not  taking  work.  That  is 
the  Unemployment  Insurance  System. 

Operation  of  Penalty  Provisions  Under  Unemployment 

Insurance  Program 

Now,  the  standard  that  H.K.  1  sets  is  somewhat  different  and  some- 
what tighter  than  that  in  the  Unemployment  Insurance  System,  but 
we  have  learned  to  make  that  one  work,  and  I  think  by  and  .large, 
everybody  thinks  it  works  pretty  well. 

Senator  Hansen.  How  long  has  it  been  working  ? 

Secretary  Hodgson.  It  has  been  working  now  since  1937,  I  believe. 

Senator  Hansen.  Let  me  tell  you  how  well  it  works  in  Wyoming, 
because  I  happened  to  be  Governor  of  Wyoming  between  the  years  of 
1963  and  1967.  We  had  four  counties  that  were  in  critical  need  of 
seasonal  employees.  I  had  calls  from  the  county  agents  and  from 
chambers  of  commerce  in  four  of  those  counties  in  western  Wyoming. 
We  had  a  very  high  number  of  people  drawing  unemployment  com- 
pensation. We  looked  through  those  rolls  and  we  contacted  each  of 
the  persons  drawing  unemployment  compensation  and  we  could  not 
get  one  person  who  was  willing  to  take  a  job  during  that  spring  period 
of  time.  We  went  to  Idaho  Falls,  Idaho,  and  finally  got  the  first  per- 
sons out  of  Salt  Lake  City  who  were  willing  to  come  up  and  take  a 
seasonal  job. 

Now,  in  my  judgment,  that  is  not  working  very  well,  and  if  that 
is  the  best  we  can  do,  I  say  there  is  room  for  improvement.  Would  you 
agree  ? 

Secretary  Hodgson.  Well,  not  necessarily.  I  would  want  to  know  a 
little  bit  about  the  kind  of  jobs  that  the  people  had  held. 

Senator  Hansen.  These  are  the  demeaning  jobs.  I  have  done  a  lot 
of  them.  It  is  digging  ditches  and  hauling  manure  and  milking  cows, 
and  things  like  that. 

Secretary  Hodgson.  But,  on  the  other  hand,  let  me  give  you  another 
experience.  I  worked  for  a  major  American  corporation  for  about  27 
years  and  in  the  last  20  years  I  kept  track  very  carefully  of  the  number 
of  the  people  who  left  their  jobs,  not  for  good  cause,  and  who  applied 
for  unemployment  compensation  and  there  were  only  3  percent  of  the 
cases  where  we  thought  they  should  be  denied  compensation,  and  it 
was  ruled  that  they  should  ^et  compensation. 

Now,  that  is  admittedly  a  contrasting  experience,  but  it  does  show 
that  there  is  a  device  and  set  of  standards  that  work. 

As  for  seasonal  work  that  may  differ  vastly  from  the  jobs  that  a 
person  previously  held,  I  do  not  think  that  I  could  say  offhand  that 
I  thought  the  kind  of  circumstances  that  you  mentioned  would  auto- 
matically be  bad.  I  would  have  to  examine  them  to  see  what  the  com- 
parison was  between  the  seasonal  work  and  the  previous  work. 

Competition  with  Foreign  Industry 

Senator  Hansen.  Mr.  Secretary,  one  of  the  things  that  concerns  me 
and  this  committee  before  which  you  now  appear,  and  which  has  held 
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hearings  over  the  past  several  months,  we  have  had  the  executive  offi- 
cers, chief  executive  officers,  of  a  number  of  corporations  appear  before 
the  committee,  and  they  testified  about  their  failing  efforts  to  be  com- 
petitive in  this  country  with  foreign  production  efforts  and  techniques. 

We  have  had  a  number  of  corporations — I  won't  name  them  but 
they  are  in  the  record,  and  if  you  would  like  me  to  I  certainly  can 

Secretary  Hodgson.  They  have  been  to  see  us,  too,  Senator. 

Senator  Hansen.  Big  corporations,  and  they  have  been  leaving  this 
country  of  ours,  goinglibroad,  taking  advantage  of  far  cheaper  wage 
scales,  and  they  have  been  able  to  manufacture  in  foreign  countries 
products  which  were  produced  here  by  them.  They  are  able  to  ship 
them  back  here  and  to  sell  them  for  less  than  they  can  by  making 
them  here. 

Refusal  To  Accept  Work 

Now,  something  seems  to  me  to  be  wrong  when  this  Government 
includes  in  its  work  provisions  the  discretionary  authority  which  en- 
ables that  person  to  say,  "This  job,  in  my  judgment  is  demeaning. 
1  don't  happen  to  think  I  am  suited  for  it,  so  I  suggest"— -this  is 
what  the  welfare  recipient  is  saying — "you  keep  me  on  the  relief  rolls 
because  I  just  don't  happen  to  like  it." 

Now,  it  won't  be  too  long  if  we  continue  this  policy,  I  suggest,  until 
there  are  going  to  be  more  people  on  relief  rolls  than  there  are  paying 
taxes,  and  when  that  time  comes,  whether  you  and  I  like  it  or  not, 
there  are  going  to  be  some  changes  made  simply  because  somebody 
at  some  time  has  got  to  go  to  work.  Do  you  agree  with  that  ? 

Secretary  Hodgson.  I  certainly  agree.  That  is  one  of  the  major 
reasons  we  need  this  kind  of  welfare  reform.  "We  need  to  see  to  it  that 
we  do  not  let  the  present  system  continue  to  a  point  where  that  may 
be  the  case. 

Preventing  Substantial  Expansion  of  the  Welfare  Rolls 

As  somebody  pointed  out  earlier,  the  welfare  rolls  double,  triple,  and 
quadruple.  This  program,  it  seems  to  us,  gives  us  a  chance  to  change 
that. 

Accepting  Work  That  Is  Available 

Senator  Hansen.  Now,  in  your  judgment,  does  it  make  sense  to 
you  if  there  are  things  that  need  to  be  done,  if  they  are  legal,  and  it 
cannot  be  contended  that  it  is  harmful  to  the  worker  in  performing 
that  sort  of  task,  if  the  pay  is  pay  that  meets  the  standards  that  are 
imposed  by  the  Government  and  by  the  State,  is  there  anything  wrong 
with  a  person  taking  such  a  job  no  matter  what  his  background  may 
be,  if  he  is  out  of  work,  and  if  there  are  jobs  that  need  to  be  performed. 
Do  you  think  that  it  would  hurt  a  lawyer  or  anyone  else  to  do  some- 
thing that  may  not  be  precisely  what  he  was  trained  for,  so  long  as 
he  is  physically  able  to  do  it,  and,  it  cannot  be  contended  that  it  is 
going  to  hurt  him  in  any  way,  is  there  anything  wrong  in  taking  a  job 
and  performing  his  task  well  until  a  a  better  one  comes  along  ? 

Secretary  Hodgson.  As  I  said  at  the  outset,  Senator,  I  am  not  one 
of  those  who  thinks  there  is  anything  wrong  with  so-called  menial 
work.  I,  in  my  early  days,  did  enough  of  it  myself  to  know  that  it 
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does  not  have  the  adverse  and  demeaning  connotations  that  some 
people  put  on  it  just  by  attaching  that  term  to  it. 

One  man's  menial  work  is  another  man's  meaningful  income,  but 
I  would  say  that  you  have  got  to  put  two  things  into  the  equation.  One 
is  how  far  you  are  going  to  force  people  to  do  things,  and  the  other  is 
how  reasonable  is  it  that  they  should  take  work  that  is  available.  One 
of  the  purposes  of  this  legislation  is  to  try  to  make  a  meaningful  and 
reasonable  demarcation  between  the  two. 

Senator  Hansen.  I  will  just  finish  with  this  one  statement,  Mr. 
Chairman,  and  then  I  have  probably  taken  more  time  than  I  should. 
You  do  not  exactly  go  along  with  the  impression  that  I  gain  from 
your  statement  that  we  are  forcing  people  to  do  things. 

It  seems  to  me,  on  the  one  hand,  we  are  taxing  all  of  the  wage  earn- 
ing and  salary  receiving  people  in  this  country  to  support  a  program 
that  is  intended  to  help  people  who  need  help,  and  with  that  I  agree 
wholeheartedly  and  completely.  I  have  no  arguments  with  it  at  all. 

But  when  we  talk  about  those  who  need  help,  on  the  one  hand,  and 
about  those  on  the  other,  who  have  a  chance  to  go  to  work  and  are 
perfectly  able,  physically  qualified,  in  every  respect  to  £0  to  work, 
when  we  talk  about  asking  them,  "Are  you  willing  to  take  a  job  or 
receive  no  further  welfare  payments,"  I*do  not  believe  that  is  neces- 
sarily forcing  somebody  to  do  something.  I  think  he  has  an  option  and 
it  seems  to  me  it  would  not  be  unreasonable  if  this  Government  were 
to  sayto  that  type  of  individual,  "We  are  not  forcing  you  to  take  a 
job.  We  are  just  saying  we  are  not  going  to  take  these  hard-earned  tax 
dollars  from  a  lot  of  guys  who  are  working  harder  than  you  probably 
ever  will  work  to  continue  to  have  you  live  in  a  fashion  that  you  seem 
to  prefer,  and  to  avoid  the  responsibility  of  doing  a  job  that  you  think 
is  demeaning." 

Secretary  Hodgson.  I  clearly  agree  with  that,  phrased  that  way, 
because  what  Ave  have  attempted  to  do  in  H.R.  1  is  to  set  some  real 
tight  standards  and  to  provide  that  only  in  cases  of  real  demonstrated 
hardship — a  woman  who  does  not  have  child  care,  a  man  who  has  to 
drive  100  miles  to  and  from  a  job  every  day— will  a  person  be  able 
to  refuse  a  job  or  training?  But  it  has  to  be  something  of  that 
magnitude. 

Senator  Hansen.  Thank  you. 

"Suitable"  Empl<  iyment 

Senator  Bexxett.  Will  the  Senator  yield  to  me  for  a  question,  a 
clarifying  question?  We  use  the  phrase  "suitable  employment." 

Secretary  Hodgson.  We  do  not  use  it  in  this  bill  any  more.  That  is 
the  provision  we  did  away  with. 

Senator  Bexxett.  Okay,  what  phrase  do  we  use  '( 

Secretary  Hodgsox.  Well 

Senator  Bennett.  It  does  not  matter.  I  will  ask  my  question  on  the 
theory  that  we  still  use  it.  The  question  is 

The  Chairman.  It  has  a  counterpart  but  it  is  to  the  same  effect. 

Senator  Bennett.  My  question  is,  does  the  welfare  recipient  have 
the  sole  determination  of  what  he  considers  suitable  or  does  the 
Department  have  an  input  ? 

Secretary  Hodgsox\  I  think  that  is  the  most  significant  question  in 
this  whole  thing,  he  does  not.  The  Department  can  cut  him  off  even 
though  he  thinks  it  is  inappropriate. 
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Senator  Bennett.  So  the  Department 

Secretary  Hodgson.  He  does  have  a  chance  to  have  a  hearing,  and 
that  is  appropriate.  There  are  provisions  for  hearings  and  suitable 
due  process  aspects  in  this  situation.  But  there  is  no  question  but  that 
we  not  only  have  the  authority  but  the  responsibility  to  terminate  the 
individual's  benefits  where  there  is  refusal  without  good  cause. 

Senator  Bennett.  I  would  like  to  suggest  that  you  consider  that  he 
be  required  to  work  for  a  limited  period  of  time  on  the  job  before  you 
o-ive  him  a  hearing.  He  might  find  out  that  something  he  does  not  like 
fs  really  a  lot  more  fun  than  he  thought  of  in  the  first  place.  [Laugh- 
ter]. 

That  is  all,  Mr.  Chairman. 

Failure  of  Past  Program  and  Desirability  of  Testing  New 

Programs 

Senator  Hansen.  I  was  going  to  say,  Mr.  Chairman,  on  the  basis  of 
the  track  record  where  you  have  had  32,052  people  who  dropped  out 
of  a  program  without  good  cause,  and  only  420  of  those  have  been  ter- 
minated, on  a  track  record  that  shows  failure  to  take  what  I  consider 
to  be  the  proper  action  in  79  out  of  approximately  80  cases.  I  would  be 
far  more  strongly  persuaded  as  to  the  merits  of  this  bill  if  this  admin- 
istration would  be  willing  to  try  it  out.  You  pick  out  the  areas,  pick 
out  a  big  industrial  State  and  a  little  farming  State,  if  you  want  to, 
but  I  would  sure  like  to  see  it  tried  out  because  I  could  not  have  agreed 
more  than  I  did  with  the  distinguished  Senator  from  Connecticut  when 
he  said  had  he  known  then  what  he  now  knows,  when  he  was  Secre- 
tary of  HEW,  had  he  understood  what  the  cost  of  medicare  and  medi- 
caid would  be,  he  never  would  have  recommended  their  adoption  with- 
out first  having  tried  them  out. 

It  seems  as  though  we  are  embarking  on  a  new  course  of  action,  we 
are  walking  down  a  new  trail,  we  are  starting  out  talking  in  terms  of 
$2,400,  and  everyone  agrees  that  there  will  be  efforts  made  to  make  it 
higher  and  I  think  that  we  are  going  from  the  idea  of  welfare  being 
something  that  a  Nation  and  a  people  with  big  hearts  want  to  do  for 
those  less  fortunate,  in  a  direction  and  clown  a  road  that  indicates  not 
a  willingness  on  the  part  of  others  to  share  what  we  have  with  those 
less  fortunate  but  the  assertion  of  the  right  of  people  to  welfare  and 
to  increasing  amounts  of  support  from  all  the  taxpayers,  and  this  seems 
to  me  to  be  a  very,  very  important  new  direction  from  the  one  we  have 
been  pursuing'. 

I  would  feel  far  more  strongly  persuaded  if  you  could  demonstrate 
in  two  of  the  places  where  you  want  to  try  it  out  how  it  is  going  to 
work. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Fannin  ? 

Senator  Fannin.  Thank  you,  Mr.  Chairman. 

Exclusion  of  Certain  Industries  Under  the  Work  Incentive 

Program 

Mr.  Secretary,  I,  too,  commend  you  for  an  excellent  statement,  and 
I  wish  that  we  could  carry  through  what  you  have  outlined.  I  refer 
to  page  13  where  you  say : 


144 

The  fourth  major  point  is  that  experience  under  the  WIN  program  has  ex- 
posed the  problems  that  need  to  be  dealt  with.  In  replacing  "WIN"  with  "Work- 
fare,"  H.R.  1  has  been  designed  with  the  objective  of  avoiding  the  pitfalls 
revealed  by  the  current  WIN  program. 

Now,  I  made  some  contacts  in  my  home  State  at  various  times 
in  the  past  year,  calling  on  these  places  where  they  are  training  people 
under  WIN  and  other  programs,  and  I  have  been  very  concerned 
about  some  of  the  experiences  I  have  had  in  that  regard. 
What  industries  are  excluded  from  WIN  programs  ? 
Mr.  Lovell.  No  industries  are  excluded.  I  think  there  are  certain 
jobs — well,  I  would  say  there  are  no  industries  included. 

Senator  Fannin.  Well,  I  was  absolutely  flabbergasted  when  I  went 
into  a  training  facility  near  Peoria,  Ariz.,  and  they  told  me  that  the 
union  had  stopped  them  from  training  the  workers  for  machine  oper- 
ating. Then  I  investigated  further  and  found  out  the  Secretary  of 
Labor  or  the  Labor  Department  had  said  under  the  WIN  program 
training  of  sewing  machine  operators  is  prohibited;  is  that  true? 

Mr.  Lovell.  No,  sir ;  the  WIN  program  does  not  prohibit  it.  It  is 
true  we  have  not  trained  sewing  machine  operators  in  any  of  our 
manpower  programs  and  we  have  not  trained  sewing  machine  oper- 
ators in  this  program.  It  has  been  an  administrative  provision,  not  a 
question  of  the  law. 

Senator  Fannin.  Why  would  you  pick  out  that  one  industry  ? 

Mr.  Lovell.  The  origin  of  the  policy  came  out  of  the  runaway 
shop,  where  the  companies  took  industries  to  other  areas.  We  felt  the 
Federal  Government  should  not  pay  for  the  training  of  people  in 
those  other  areas. 

I  think  it  is  justified  today  on  the  basis  that  in  many  instances  the 
trained  people  are  available  for  these  industries,  that  the  skills  are 
not  so  complex  that  they  cannot  learn  quickly  and,  therefore,  Federal 
funds  should  not  be  used  to  train  them. 

Senator  Fannin.  There  were  jobs  available,  and  these  people  were 
not  trained  in  this  particular  instance  I  investigated  in  this  one  area. 
There  were  jobs  available  for  trained  workers,  sewing  machine  oper- 
ators, but  they  were  not  allowed  to  train  them,  and  I  called  on  these 
plantsto  determine  just  what  existed  in  that  regard  and  I  found  that 
they  did  not  want  to  place  people  on  the  payroll,  but  they  needed  this 
training.  I  just  cannot  understand  why  you  permit  this  to  exist. 

Mr.  Lovell.  Well,  I  think  clearly  in  an  area  where  there  are  not 
people  qualified  to  do  work,  it  would  make  a  difference.  If  there  were 
not  a  lot  of  trained  people,  such  training  could  legally  be  done. 

Senator  Fannin.  I  was  told  it  could  not  be. 

Let  me  put  it  this  way :  Is  it  better  to  have  that  particular  concern, 
you  say  the  runaway,  from  the  unions,  from  an  area,  going  from  New 
York,  is  it  better  to  have  them  go  from  New  York  to  Arizona  or  is  it 
better  for  them  to  go  from  New  York  to  Taiwan  or  Korea  or  some 
place  like  that  ? 

Mr.  Lovell.  Senator,  I  am  not  arguing  the  point  with  you.  I  am 
saying  where  it  can  be  demonstrated  that  training  is  heeded,  that  there 
are  no  qualified  people  with  that  skill,  then  I  suppose  that  training 
should  be  done.  We  rarely  run  into  that  situation  . 

Secretary  Hodgson.  I  want  to  make  it  clear,  what  Mr.  Lovell  refer- 
red to  as  the  genesis  of  this  idea  occurred  many  years  ago,  and  it  is 
not  the  basic  concept  that  necessarily  prevails  today. 
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The  concept  today  is  basically  that  textiles  is  an  industry  of  de- 
clining employment  and  we  have  not  seen  fit  to  invest  a  great  deal 
of  money  into  an  industry  that  has  a  declining  need  for  skills. 

Senator  Fannin.  Well,  declining  because  of  their  going  overseas. 
I  question  why  can  we  not  train  these  people  to  do  this  work.  They 
are  unemployed  now  and  just  let  me  elaborate  on  it  a  minute. 

I  asked  them,  "What  are  you  trained  to  do?",  and  they  said,  "Well 
we  are  trained  in  the  construction  industry,"  and  I  said  "Can  you  get 
jobs  in  the  construction  industry?",  he  said  "No,"  but  he  said  they  are 
building  their  own  homes,  and  I  said  "Well,  what  do  they  do  then 
after  they  get  a  home?" 

Now  these  happen  to  be  workers  who  were  in  travel  status  and 
transients,  and  all,  but  were  settling  down.  They  had  jobs  available  if 
they  could  learn  to  do  machine  work.  But  when  we  went  over  to  look 
at  the  construction  work  they  were  doing,  I  noticed  they  were  very 
neatly  handling  the  brick  work,  country  block  work,  and  I  said,  "You 
really  have  done  a  good  job  in  training  these  people." 

He  said : 

No,  we  are  not  allowed  to  do  that.  They  will  not  do  that.  We  have  to  hring 
in  people  to  do  that  block  work.  We  are  not  allowed  to  train  them  to  do  that. 

How  can  you  justify  that  ? 

Secretary  Hodgson.  Senator,  I  found  from  experience  that  we  never 
have  answers  for  Congressmen  and  Senators  who  bring  to  us  questions 
about  what  happened  in  a  particular  locality  on  a  particular  project. 
I  have  no  explanation  for  it.  We  have  to  examine  each  case  individ- 
ually. 

Senator  Fannin.  Fine,  Mr.  Secretary.  This  is  not  an  isolated  case. 

I  have  testimony  here  that  is  not  old,  it  is  April  1970,  and  this  spe- 
cifically sets  out  the  ruling  that  your  Department  has  made,  and  I  will 
furnish  you  the  information  and  hope  we  can  get  the  policy  changed 
because  I  am  very  concerned  about  it. 

Secretary  Hodgson.  Glad  to  take  a  look  at  it. 

Senator  Fannin.  Fine,  thank  you,  Mr.  Secretary. 

Increasing  the  Number  of  Welfare  Recipients  in  "Holding" 

Status 

On  another  statement  you  made  on  page  5,  you  referred,  and  it  has 
been  discussed  before,  about  having  strengthened  the  provisions  of  the 
bill  that  provides  job  opportunities.  It  is  appropriate  we  strengthen 
the  requirement  to  insure  OFP  participants  avail  themselves  of  the 
opportunities  provided. 

Then  you  talk  about  the  penalty,  but  with  the  increased  number  of 
people  placed  in  holding  status,  what  is  to  prevent  their  being  placed 
in  this  category  and  not  be  available ;  they  can  remain  on  welfare  and 
not  have  the  penalt}'.  I  have  the  figures  of  the  WIN  program  as  to  how 
many  are  in  that  category. 

Secretary  Hodgson.  If  they  are  in  holding  status,  are  offered  a  job 
and  refuse  that  job  then  the}'  are  out  and  they  lose  $800 ;  that  is  the 
penalty. 

Senator  Fannin.  As  I  understand  it,  unless  you  tighten  the  provi- 
sions and  make  a  difference  from  what  it  is  in  the  WIN  program,  then, 
according  to  the  chart  I  have,  the  number  in  jobs  have  not  increased 
greatly. 
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Secretary  Hodgson.  You  are  right;  that  is  what  H.R.  1  does.  It  does 
tighten  the  requirements.  It  does  see  to  it  that  there  is  a  penalty. 

Senator  Fannin.  Well,  if  they  are  in  that  category  waiting  for 
training  or  placement,  are  they  eligible  to  draw  the  full  amount? 

Secretary  Hodgson.  If  they  have  not  been  offered  a  job  and  turned 
it  down ;  yes,  they  are  eligible. 

Senator  Fannin.  Well,  that  is  the  question.  They  can  just  stav  in 
that  category  then. 

Secretary  Hodgson.  Well,  the  penalty  is  for  refusing  to  work. 

Senator  Fannin.  Well,  if  you  hold  to  that,  the  refusing  to  work,  just 
as  Senator  Hansen  has  stated,  refusing  to  work,  you  still  say  if  you 
cannot  offer  them  a  job,  then  you  are  not  refusing  to  work? 

Secretary  Hodgson.  That  is  right. 

Senator  Fannin.  So,  as  Senator  Bennett  brought  out,  if  there  is  a 
job  one  would  not  want,  can  they  turn  it  down  ? 

Secretary  Hodgson.  They  have  no  choice  in  that  matter  unless  there 
is  a  hardship  problem  involved. 

Senator  Fannin.  In  other  words,  whatever  work  is  available  they 
must  take? 

Secretary  Hodgson.  Well,  it  has  to  pay  at  least  $1.20  an  hour,  as  you 
know. 

Senator  Fannin.  Minimum  wage  and  requirements  that  they  are 
physically  able  to  do  the  work  ? 

Secretary  Hodgson.  Unless  there  is  a  real  hardship  involved,  as  I 
cited,  too  long  transportation,  no  child  care  available,  they  have  to 
take  it,  yes. 

Senator  Fannin.  If  you  hold  to  that,  I  would  say  you  would  ac- 
complish a  great  deal — — 

Secretary  Hodgson.  I  suppose  we  would  have  to  say  that  in  terms  of 
penalties  that  is  a  key  change  in  this  bill. 

Senator  Fannin.  Well,  I  cannot  blame  you  for  what  the  Congress 
has  provided  you  as  far  as  the  requirements,  I  agree  on  that,  and  I 
know  no  individual  shall  be  required  to  accept  employment,  and  we 
certainly  have  a  list  here  that  gives  you  great  latitude,  far  too  much 
latitude,  but  that  is  not  your  fault,  that  is  our  fault. 

Advantages  of  On-the-Job  Training  Over  Institutional  Training 

Now,  do  you  not  find  that  it  is  more  efficient  and  less  costly  to  pro- 
vide on-the-job  training  rather  than  institutional  manpower  training? 

Secretary  Hodgson.  Normally  I  would  say  that  is  the  case.  It  would 
depend  somewhat  on  the  type  of  job  and  the  conditions  of  the  on-the- 
job  training,  but  on-the-job  training  is  an  excellent  method  of  train- 
ing. It  is  one  of  the  reasons  that  we  pushed  the  National  Alliance  of 
Businessmen's  "JOBS"  progrnm  as  much  as  we  did. 

Senator  Fannin.  Would  the  needle  worker  qualify  for  on-the-job 
training  ? 

Secretary  Hodgson.  Would  they?  Yes. 

Senator  Fannin.  I  know  in  one  case  we  thought  they  did  not  have 
the  facilities  available  to  just  have  on-the-job  training.  They  have  a 
regular  production  line,  but  if  they  did  have  facilities  they  would  be 
eligible? 
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Secretary  Hodgson.  We  have  an  exceedingly  wide  range  of  types  of 
on-the-job  training  programs. 

Senator  Fannin.  Senator  Hansen  talked  about  the  problem — what 
I  would  like  to  have  for  the  record  is,  under  your  rules  and  regula- 
tions, a  needle  worker  is 

Secretary  Hodgson.  Not  precluded. 

Senator  Fannin.  From  having  on-the-job  training? 

Secretary  Hodgson.  For  consideration  in  on-the-job  training. 

Senator  Fannin.  On-the-job  training  compensation.  Fine,  I  just 
wanted  that  for  the  record. 

Redtape  Under  JOBS   Program 

We  have  complaints,  especially  from  small  businesses,  that  the  red- 
tape  in  the  JOBS  program  precludes  them  from  really  participating 
in  many  instances.  Is  there  anything  that  can  be  done  about  that? 

Secretary  Hodgson.  Well,  1  think  a  great  deal  has  been  done  about 
that  and  that  was  probably  more  true  at  one  time  than  it  is  today. 
There  still  remains  a  point  at  which  the  amount  of  administrative 
activity  in  connection  with,  say,  a  contract  to  train  one  or  two  men  is 
counterproductive  in  the  expenditure  of  money  for  the  program,  but 
we  have  the  NAB  program  nationwide  in  scope.  Furthermore,  the 
(•client  way  to  provide  trainees  with  OJT  opportunities  with  small 
federally  funded.  State-operated  JOBS  optional  program  is  an  ex- 
employers. 

Senator  Fannin.  One  of  the  problems  in  this  program  is,  the  cost 
of  living  is  increasing  so  rapidly.  I  notice  that  the  increases  now  are 
averaging  about  10  percent  a  year. 

Secretary  Hodgson.  Many  of  the  major  contracts  that  have  been 
negotiated  recently  have  been  in  the  9  to  10  percent  range.  The 
average  hourly  earnings  of  American  workers  increased  about  7  per- 
cent in  the  past  year. 

Federal  Responsibility  for  Inflationary  Trends  in  Private 

Industry 

Senator  Fannin.  I  feel  the  Government  is  probably  more  responsi- 
ble for  these  inflationary  trends  than  even  private  industry,  espe- 
cially when  we  see  what  the  Government  is  doing  on  their  own  con- 
struction jobs,  and  I  give  you  just  as  an  illustration,  in  the  Tucson, 
Ariz.,  area  I  had  a  report  yesterday  that  an  experienced  toolmaker  gets 
$8.90  an  hour,  at  places  like  Hughes  Aircraft,  but  still  that  experi- 
enced toolmaker's  son  can  get  a  summer  job,  one  of  these  nonskilled 
construction  labor  jobs,  like  a  flagman  or  something  like  that,  and  he 
is  paid  $5.23  an  hour.  I  cannot  see  how  we  are  ever  going  to  correct  the 
problems  we  have. 

Here  is  a  skilled  person,  an  experienced  toolmaker.  making  $3.90 
and  then  a  flagman  making  $5.23.  is  there  not  some  way  that  we  can 
bring  that  into  line,  at  least  where  the  Government  is  involved  ? 

Secretary  Hodgson.  Well,  you  know  what  the  Government  has  done 
in  this  area.  It  is  the  only  area  in  which  we  have  involved  ourselves 
and  inserted  a  Government  presence.  The  President's  new  Wage  Sta- 
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bilization  Committee  for  the  construction  industry  has  reduced  the 
average  wage  increases  this  year  in  that  industry  from  16  percent  last 
year  to  9  percent  this  year,  and  has  cut  the  number  of  strikes  in  the 
industry  by  half.  It  is  quite  a  success  story,  and  there  is  no  question 
that  it  is  one  that  needed  looking  into. 

The  action  was  taken,  and  it  has  been  taken  in  connection  with  the 
parties  themselves  so  as  not  to  get  into  collective  bargaining  any  more 
than  necessary. 

Senator  Fannin.  I  was  very  encouraged  when  the  President  re- 
scinded the  Davis-Bacon  Act  for  a  short  time. 

Did  you  not  have  a  goal  of  6  percent  ? 

Secretary  Hodgson.  No,  no,  we  did  not. 

Senator  Fannin.  Why  is  all  the  publicity  given  to  that  6  percent? 

Secretary  Hodgson.  Well,  you  ask  the  newspapers  about  this.  We 
held  a  series  of  conferences  to  point  out  there  were  two  provisions. 
I  really  do  not  know  why  we  are  talking  about  this  subject  here,  but 
it  interests  me. 

Senator  Fannin.  This  is  very  important  to  this  subject,  because  if 
we  are  going  to  have  continued  inflationary  trends,  then  this  legisla- 
tion is  certainly  not  going  to  be  satisfactory  in  its  present  form. 

Secretary  Hodgson.  I  do  think  the  question  deserves  an  answer. 

There  are  two  provisions  in  the  President's  Executive  order.  One  is 
the  target  of  the  median  increases  that  occurred  in  the  1960-68  period, 
which  averaged  about  6  percent,  plus  consideration  of  equity  adjust- 
ments to  relate  to  the  patterns  for  the  same  craft  in  different  locations 
and  for  different  crafts  in  the  same  location,  so  that  there  were  two 
different  criteria— and  for  some  reason  or  other  the  press  picked  up  just 
one  and  amplified  it.  I  held  a  series  of  press  conferences  about  it— the 
Stabilization  Committee  Chairman,  John  Dunlop,  did  the  same  thing. 

I  think  we  have  it  clarified  now  pretty  much  generally  in  the  public 
press,  but  there  was  that  period  of  time  when  somebody  thought  that 
6  percent  was  some  sort  of  a  magic  figure  in  the  Executive  order. 

Senator  Fannin.  Well,  I  thank  you  very  much,  Mr.  Secretary,  but 
I  do  feel  that  one  of  the  most  important  factors  involved  in  this  over- 
all program  is  being  able  to  furnish  jobs  to  these  people,  have  them 
available  for  them.  If  we  are  not  going  to  have  them  available 

Secretary  Hodgson.  I  sure  agree  with  you. 

Senator  Fannin.  We  must  curtail  these  rapid  increases  in  wages. 

Secretary  Hodgson.  The  biggest  single  thing  that  will  make  this  pro- 
gram the  success  we  feel  it  can  be  will  be  the  availability  of  jobs  in  the 
private  sector,  because  any  way  you  look  at  it,  four  out  of  five  jobs  in 
this  country  are  still  in  the  private  sector. 

Senator  Fannin.  I  agree,  and  that  is  the  only  way  it  will  succeed. 

I  thank  you  very  much,  Mr.  Secretary. 

The  Chairman.  Senator  Eibicoff  ? 

Lack  of  Training  and  Jobs  for  Most  OFF  Registrants 

Senator  Ribicoff.  Mr.  Secretary,  H.R.  1  requires  2.6  million  people 
to  register  under  the  OFF  program.  Yet  H.R.  1  only  provides  200,000 
public  service  jobs  and  412,000  training  slots. 
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That  means  that  out  of  2.6  million  registrants,  2  million  will  have 
neither  training  nor  public  jobs,  and  with  five  million  unemployed,  we 
certainly  cannot  expect  the  private  sector  to  solve  this  problem. 

Now  "if  this  register-to-work  program  is  our  way  of  insuring  that 
welfare  recipients  work,  it  misses  77  percent  of  the  people,  at  the 
expense  of  their  time  and  hopes. 

It  seems  to  me,  Mr.  Secretary,  that  we  are  either  signing  up  too  many 
people,  or  providing  too  few  jobs. 

Now  what  is  vour  comment  on  this  ? 

Secretary  Hodgson.  First  of  all,  the  number  you  give  refers  to  those 
who  are  registered  and  that  includes  a  lot  who  are  working  part  time 
and  are  working  poor. 

Senator  Ribicoff.  That  is  right. 

Secretary  Hodgson.  The  number  does  not  mean  that  all  those  are 
available  for  or  without  work. 

Now,  in  H.R.  1  we  do  have,  of  course,  the  provision  for  200,000  public 
employment  jobs.  We  have  provision  for  up  to  400,000  training  oppor- 
tunities that  will  move  people  through  training  into  private  jobs.  We 
also  have  the  probability,  over  a  period  of  a  year  of  direct  placements 
through  the  employment  service  and  elsewhere,  of  several  hundred 

thousand. 

So  we  cannot  say  that  we  can  guarantee  everybody  will  be  taken  care 
of  at  the  outset,  not  by  far,  but  we  can  build  toward  a  kind  of  arrange- 
ment where  everybody  has  hope  and  has  a  basis  for  feeling  that  they 
are  going  to  get  help.  Finally,  it  seems  to  us,  that  we  have  gone,  within 
the  cost  constraints  that  we  gave  in  the  building  phase  of  the  program, 
about  as  far  as  we  should. 

Senator  Ribicoff.  Frankly,  you  have  done  so  poorly  in  the  past- 
past  administrations  as  well  as  this  one— and  it  has  been  so  disillu- 
sioning. I  do  not  know  how  you  can  say  you  are  building  hope  when 
77  percent  of  the  people  who  are  required  to  register,  either  part-time 
employees  or  on  welfare,  will  not  have  either  a  job  or  training. 

Let's  get  to  something  else. 

Priority  for  Teenage  Mothers  and  Pregnant  Women 

Under  Age  19 

Given  the  large  number  of  applicants  for  a  limited  number  of  jobs 
and  training  slots,  priorities  for  placement  must  be  established,  but 
I  question  the  priorities  you  have  written  into  H.R.  1. 

It  seems  illogical  to  give  priority  to  teenage  mothers  and  pregnant 
women  under  age  19  as  is  done  in  H.R.  1  when : 

(1)  these  mothers  would  be  exempt  from  registration  as  soon  as  the 
child  is  born,  and 

(2)  there  are  other  eligible  groups  which  could  be  trained  and  em- 
ployed more  readily. 

Now,  last  year  Senator  Bennett  and  myself,  with  administration 
backing,  set  up  this  set  of  priorities : 

(1)  unemployed  fathers  and  volunteer  mothers, 

(2)  youths  aged  16  and  over  who  are  not  regularly  attending  school 
and  are  not  employed  full  time. 
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(3)  full-time  working  poor, 

(4)  part-time  employees, 

(5)  others. 

If  it  was  good  enough  for  Senator  Bennett  and  myself,  with  ad- 
ministration support,  last  year,  why  is  it  not  good  this  year  ? 

Secretary  Hodgson.  I  would  like  to  ask  Assistant  Secretary  Rosow 
to  respond  to  that,  Senator. 

Mr.  Rosow.  Senator  Ribicoff,  we  examined  those  priorities  with  a 
view  toward  trying  to  work  with  them.  We  are  not  opposing  them  at 
this  time  because  we  do  not  want  to  achieve  the  objective,  but  rather, 
because  we  feel  they  will  impede  the  objective. 

We  feel  the  Secretary  of  Labor  should  have  the  authority  under 
the  bill  to  refer  people  to  employment  or  training  in  relationship  to 
their  ability  to  succeed. 

For  example,  if  we  started  with  unemployed  fathers  as  a  preferred 
category,  or  the  youth  as  a  second  category,  we  might  have  in  a  partic- 
ular jurisdiction  a  large  number  of  women  and  a  large  number  of 
female  job  vacancies.  If  we  had  to  go  through  that  priority  procedure 
and  be  blocked  from  reaching  those  other  people,  we  would  really 
impede  what  you  want  us  to  achieve. 

I  think  what  we  are  really  saying  is  that  the  Secretary  would  issue 
regulations  to  establish  priority,  but  allow  the  local  employment 
office  sufficient  flexibility  to  fit  into  what  labor  market  needs  are  there. 

Senator  Ribicoff.  I  know,  but  how  successful  can  a  19-year-old 
pregnant  girl  be  ? 

[Laughter.] 

Mr.  RosowT.  In  that  case,  the  House  committee  specificallv  put  this 
provision  in  the  bill.  In  many  cases  girls  are  high  school  dropouts  and 
the  feeling  is  that  they  should  be  sent  back  to  school  either  while  they 
are  pregnant,  or  receiving  schooling  at  home  or  after  they  have  com- 
pleted the  pregnancy. 

Secretary  Hodgson.  Could  I  add  just  a  comment,  Senator? 

Senator  Rtbicoff.  Sure. 

Secretary  Hodgson.  One  of  the  problems  with  people  who  look  at 
priorities  and  programs  like  this  one  is  that  they  look  at  the  supply 
side  of  an  equation  rather  than  the  supply-and-demand  sides  and  thev 
think  in  terms  of  who  on  the  supply  side*is  deserving  of  attention,  but 
they  do  not  relate  that  to  the  demand  side  of  the  equation— where  are 
the  best  available  opportunities :  For  whom  do  the  opportunities  exist  ? 

We  think  that  the  only  real  way  to  do  a  meaningful  and  effective 
job  with  OFP  is  to  look  at  both  sides.  These  sides  vary  widely  by 
communities,  by  labor  markets  around  the  country,  and  for  that  rea- 
son it  is  suggested  that  these  priorities,  to  the  extent  that  we  can  do  so, 
be  flexible  and  that  the  Secretary  of  Labor  have  this  kind  of  priority 
setting  capability  and  regulation— setting  capability  on  a  flexible  basis. 

Foder  Report  on  Employment  Service 

Senator  Ribicoff.  Now,  Mr.  Secretary,  under  the  terms  of  recent 
Labor  Department  policy  memoranda  which  have  come  to  my  atten- 
tion, the  U.S.  Employment  Service,  of  course,  is  going  to  play  a  key 
role  in  coordinating  all  manpower  programs. 
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The  Employment  Service  has  been  criticized  widely  for  its  inflexibil- 
ity racial  discrimination  and  incompatibility  with  the  needs  ol  the 
poor  A  Labor  Department  study  analyzing  the  Employment  Service 
on  a  State-by-State  basis  was  also  prepared  in  the  spring  of  1971  but 

never  released. 

Will  the  Department  now  make  available  to  the  committee  and  to 
the  public  this  so-called  Foder  report  prepared  by  Robert  Foder? 

Secretary  Hodgson.  First,  Senator,  I  would  like  to  comment  on  one 
aspect  of  your  question,  and  that  is  the  level  of  capability  of  the  Em- 
ployment Service.  The  Employment  Service  has  been  highly  criti- 
cized for  many  different  things  over  the  year.  Different  offices  in 
different  States  have  been  criticized  for  different  things,  and  there  is 
no  question  but  what  in  many  matters  the  Employment  Service  can 
improve  its  capability,  and  should  improve  its  capability. 

I  went  to  the  annual  meeting  of  the  State  Employment  Security 
Administration  in  St.  Paul  this  summer  with  the  sole  objective  of 
stimulating,  if  you  will,  inspiring  them  to  step  up  to  the  kind  of  new 
era  we  are  in  in  manpower  programs,  of  the  need  for  getting  broader 
dimensions  to  their  thinking  activities,  of  new  efficiencies  beyond  which 
thev  have  ever  gone  before.  Improvement  is  needed,  but  improvement 
is  possible  also,  and  I  would  like  to  have  Assistant  Secretary  Lovell 
respond  more  specifically  to  your  question. 

Senator  Kibicoff.  But  I  still  want  to  know  from  you,  Mr.  Secretary, 
are  you  willing  to  give  the  committee  or  make  public  the  Foder 

report?  ,    ,    0 

Mr  Lovell.  Could  I  comment  on  that  ?  I  have  not  seen  that,  Senator. 
It  was  a  presentation,  not  a  report.  It  was  not  a  State-by-State  review, 
but  an  accumulation  of  some  information  that  was  gathered  by  Mr. 
Rosow's  office.  It  was  given  in  a  presentation  one  time,  a  number  of 
months  ago,  as  we  frequently  have  internal  reports  analyzing  various 
aspects  of  our  operation,  but  it  is  not  a  formal  study. 

As  I  say,  I  have  not  even  seen  the  darned  thing  yet. 

Secretary  Hodgson.  If  that  is  the  "report"  you  are  talking  about, 
Foder  is  the  name  of  the  man  in  the  Department  who  made  a  quick 
runthrough  before  I  went  out  to  St.  Paul  and  told  me  what  deficiencies 
and  what  things  the  Employment  Service  ought  to  work  on. 

Senator  Kibicoff.  Let's  take  another  one.  This  is  not  the  Pentagon 
papers  that  are  so  highly  classified. 

Mr.  Lovell.  It  is  not  classified,  we  do  not  have  such  a  thing. 

Senator  Kibicoff.  Let's  take  another  one. 

Report  on  Equality  of  Opportunity  in  Manpower  Programs 

Why,  for  example,  has  the  Department  of  Labor  refused  to  make 
public  a  report  completed  in  1969  entitled  "Equality  of  Opportunity 
in  Manpower  Programs — Report  of  Activity  Under  Title  VI  of  the 
Civil  Rights  Act"*? 

Such  reports  should  be  made  annually,  yet  the  last  one  appealed 
as  long  ago  as  September  of  1968.  What  rationale  have  you  to  keep 
reports  like  this  secret  when  you  are  supposed  to  make  them  public  ? 

Mr.  Lovell.  Well,  it  is  entitled 

Secretary  Hodgson.  Has  anybody  ever  asked  us  about  it  ? 
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Senator  Ribicoff.  Yes,  it  is  Equality  of  Opportunity  in  Manpower 
Programs — Report  of  Activity  Under  Title  VI  of  the  Civil  Rights 
Act.  The  Department  of  Labor  completed  this  in  1969. 

Mr.  Lovell.  Well,  Senator,  let  us  go  back  and  look  for  it.  We  have 
gone  out  of  our  way,  I  think,  to  make  evaluations  public.  The  Secre- 
tary issued  directions  about  a  year  ago  that  all  outside  evaluation  re- 
ports be  made  public  within  45  days. 

The  Chairman.  Might  I  just  make  one  suggestion,  just  sitting  here 
trying  to  think  what  might  the  answer  to  that  question  be  ? 

Apparently  yon  do  not  know  it,  but  it  occurs  to  me  that  the  answer 
might  be  that  the  man  who  wrote  that  paper  might  not  have  .made 
his  desires  to  publicize  it  to  you  as  apparent  as  it  is  to  Senator  Ribicoff. 

Mr.  Lovell.  That  is  perhaps  true,  Senator. 

Availability  of  Reports  Critical  of  Labor  Department 

Performance 

Senator  Ribicoff.  You  see  what  we  have  here,  you  are  asking  us 
to  act  on  important  matters  involving  the  enlargement  of  your  juris- 
diction, and  if  your  jurisdiction  and  your  responsibilities  are  going  to 
be  enlarged,  we  ought  to  have  facts 'upon  which  we  are  being  asked 
to  act. 

Now  there  is  no  question  in  my  mind  that  throughout  this  Govern- 
ment and  in  every  department  tucked  away  are  documents  that  de- 
partments are  unhappy  about,  and  belong  to  Congress  and  the  public, 
that  you  do  not  surface,  and  I  am  asking  for  these. 

Let  me  give  you  another  one. 

Mr.  Lovell.  May  I  make  one  comment,  Senator  ? 

Senator  Ribicoff.  All  right,  go  ahead. 

Mr.  Lovell.  There  are,  and  I  can  give  them  to  you,  a  number  of 
documents  that  are  public,  that  are  about  as  critical  as  anything  you 
will  ever  find. 

Senator  Ribicoff.  But  I  am  asking  for  these. 

Mr.  Lovell.  The  Urban  Coalition  report,  for  example.  We  are 
prepared  to  make  available  to  this  committee  absolutely  anything 
in  our  file. 

Senator  Ribicoff.  All  right. 

Mr.  Lovell.  We  have  no  problem  with  that.  We  hope  you  will  read 
some  of  the  good  things,  too,  but  we  will  just  give  you  the  bad  if 
you  want.  We  have  no  secrets.  We  do  have  some  problem  in  terms  of 
this;  if  I  write  a  memorandum  to  the  Secretary  saying  that  I  am 
concerned  about  some  part  of  my  operation,  I  do  not  think  that  any- 
body that  hears  about  it  should  be  able  to  request  it,  but  to  a  dis- 
tinguished committee  of  this  character,  I  would  have  no  problem 
releasing  any  of  these  documents.  We  are  not  trying  to  keep  it  secret. 
We  have  so  many  skeletons  out  in  the  street  that  to  keep  any  in  the 
closet  would  be  ridiculous. 

[Laughter.] 

Staff  Briefing  Papers  on  Work  Incentive  Program 

Senator  Ribicoff.  How  about  supplying  to  the  committee  the  staff 
briefing  papers  on  WIN,  which  is  a  strong  indictment  in  your  own 
Department  about  the  WIN  program  ? 
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Mr.  Lovell.  Well,  I  will  have  to  see  which  one  of  those  documents 

y°May  IPalsomfivVyou  SOme  of  the  staff  documents  which  comple- 
ment it  ?  We  will  give  you  all  we  have. 

Senator  Ribicoff.  We  would  like  to  see  them  because  you  are  asking 
us,  vou  are  asking  us  to  act . 

Mr  Lovell.  You  would  not  want  us  not  to  view  all  of  our  programs 
without  the  most  acute  scrutiny.  You  would  not  want  us  because  we 
were  concerned  about  release  to  committees  and  to  the  public,  you 
would  not  want  us  to  have  all  our  internal  documents  loaded  with 
sugar-coated  remarks  about  them. 

We  try  to  take  as  hard  a  look  at  our  programs  as  anyone  could.  We 
are  critical  and  we  try  to  correct  the  mistakes  we  have  made  so  we 
have  no  compunction  about  giving  you  any  of  this.  We  think  you 
should  also  take  a  look  at  the  results,  and  we  would  be  very  glad  to 
sit  down  with  you  and  your  staff  people  for  as  long  as  you  want  with 
our  staff  people,  go  over  the  evaluation  studies  and,  in  a  systematic 
way,  go  over  the  data  and  give  you  the  reports.  We  would  be  de- 

lgSenato°r  Ribicoff.  No,  but  if  you  have  reports  that  indicate  that  a 
certain  program  and  certain  policy  cannot  work  and  will  not  work,  J 
think  it  is  wrong  to  expect  our  committee  to  perpetuate  programs  that 
you  yourself  say  cannot  work.  That  is  the  problem  as  I  see  it. 
*  Mr  Lovell.  Senator,  I  assure  you  we  do  not  have  any  reports  about 
the  WIN  program  that  say  this  program  cannot  work.  We  have 
plenty  of  reports,  including  the  Secretary's  testimony  here  today,  that 
sav  H.R.  1  is  vastly  superior  to  WIN. 
"Senator  Ribicoff.  Let  me  quote  from  these  papers.  I  quote : 

We  have  learned,  for  example,  that  the  percent  of  AFDC  recipients  which  is 
"employable"  is  lower  than  we  generally  believed :  that  in  the  present  economy 
lob  prospects  for  unskilled  persons  with  limited  work  experience  are  poor,  and 
finallv  that  manv  of  the  poor,  including  welfare  recipients,  are  already  working 
at  full-time  or  part-time  jobs,  but  cannot  earn  enough  to  escape  poverty. 

This  is  important. 

Mr.  Lovell.  There  is  testimony  to  that  effect. 
Senator  Ribicoff.  We  ought  to  be  able  to  have  that. 
Mr.  Lovell.  We  have  public  testimony  on  that. 
Senator  Ribicoff.  Let's  go  to  another  point. 

Mr.  Lovell.  Perhaps  some  of  those  documents  you  have,  I  have  not 
seen;  perhaps  I  should  request  your  permission  to  turn  them  over 

to  us. 

Senator  Ribicoff.  I  will  ask  my  staff  to  give  them  to  you. 
Mr.  Lovell.  Unless  you  feel  they  are  confidential.  [Laughter.] 
Senator  Ribicoff.  It  is  not  confidential  as  far  as  I  am  concerned. 

Requiring  Persons  to  Accept  Employment  at  Less  Than 

the  Minimum  Wage 

The  working  poor  are  poor  because  their  wages  are  too  low.  The 
provisions  of  H.R.  1  provide  that  job  registrants  can  be  forced  to  take 
private  sector  jobs  at  as  low  a  figure  as  $1.20  an  hour,  that  in  only  five 
States  out  of  the  50  would  this  wage  level  be  sufficient  to  remove  AFDC 
recipients  from  the  welfare  rolls. 
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Would  not  support  for  higher  wages  reduce  the  need  for  welfare  for 
the  working  poor  ? 

Will  the  Labor  Department  support  a  provision  requiring  jobs  in 
both  the  private  and  public  sector  to  be  at  no  less  than  the  Federal 
minimum  wage  ? 

Secretary  Hodgson.  No.  We  think  that  we  have  a  real  question  of 
equity  when  5  million  Americans  are  working  outside  of  minimum 
wage  coverage  at  wages  between  $1.20  and  $1.60  an  hour.  It  is  a  matter 
of  elementary  fairness  at  least  to  that  group  that  jobs,  if  they  are 
willing  to  hold  jobs  at  that  level,  that  others  also  be  asked  to  hold 
jobs  at  that  level.  So  there  is  a  kind  of  trade  off. 

There  has  to  be  some  sort  of  floor,  and  $1.20  seems  to  be  a  reasonable 
one  at  the  present  time. 

As  you  know,  it  is  done  on  the  basis  of  three-quarters  of  the  mini- 
mum wage  so  as  the  minimum  wage  goes  up,  that  will  go  up. 

Expansion  of  Federal  Minimum  Wage  Coverage 

Senator  Ribicoff.  All  you  have  to  do,  if  that  is  your  point  of  view, 
is  support  the  Williams  bill  which  will  expand  coverage  for  minimum 
wage  and  that  will  solve  that  problem. 

Secretary  Hodgson.  It  will  create  others. 

Senator  Ribicoff.  It  will  create  a  situation  where  you  eliminate  mil- 
lions of  people  from  the  welfare  rolls  because,  instead  of  the  taxpayers 
supporting  them  on  welfare,  they  will  be  earning  enough  money  for 
the  work  they  do  so  they  will  be  out  of  poverty. 

Secretary  Hodgson.  On  the  other  hand,  if  you  expand  coverage  to 
cover  some  of  the  jobs  that  are  at  the  rates  we  are  talking  about  some  of 
those  jobs  very  likely  will  disappear  and  we  will  have  more  people 
out  of  work. 

Senator  Ribicoff.  I  do  not  know.  In  other  words,  do  I  understand 
your  philosophy  is  that 

Secretary  Hodgson.  It  is  not  a  philosophy;  it  just  happens  to  be 
the  circumstance. 

Senator  Ribicoff.  Do  I  understand  the  Labor  Department  philos- 
ophy is  that  we  should  encourage  wage  rates  in  the  United  States 
of  $1.20  per  hour? 

Do  you  think  that  a  family  can  live  on  $1.20  an  hour  really? 

Secretary  Hodgson.  The  administration  has  proposed  an  increase  in 
the  minimum  wage,  Senator,  so  I  do  not  understand  vour  question 
about  philosophy.  We  take  a  very  practical  look  at  the  trade  off  be- 
I  ween  the  disemployment,  possible  noncreation  of  job  effects,  and  we 
try  to  do  it  without  inequity. 

Senator  Ribicoff.  So  far  as  you  are  concerned,  you  are  willing  to 
lutve  mil  lions  _  of  Americans  work  at  $1.20  an  hour,  whether  they  are 
on  welfare  or  in  the  so-called  working  force  ? 

Secretary  Hodgson.  That  certainly  is  not  a  description  of  that  posi- 
tion I  just  outlined. 

Senator  Ribicoff.  Well,  I  think  it  is.  I  mean  you  are  against  the 
Williams  bill,  which  would  expand  the  coverage  for  those  people  in 
this  country  who  are  in  sweatshop  employment  at  low  wages. 
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Secretary  Hodgson.  What  I  am  saying  is  that  by  expanding  to 
areas  that  "are  not  now  covered,  we  will  reduce  the  number  of  jobs 
available  and  place  some  people  who  are  now  employed  m  a  position 
of  unemployment  and  increase  the  welfare  rolls  in  so  doing.  This  is  a 
hazard  whenever  you  make  a  change  in  minimum  wage  coverage. 

To  give  you  an  example,  I  am  sure  that  nobody  here  would  believe 
that  we  could  suddenly  get  everybody  into  a  fine  position  of  income  by 
increasing  the  minimum  wage'to  $5  an  hour.  It  is  just  impractical. 
There  are  a  lot  of  jobs  that  would  disappear. 

Senator  Ribicoff.  But  $1.20,  Mr.  Secretary 

Secretary  Hodgson.  There  is  a  cutoff  point  somewhere. 

Senator  Ribicoff.  That  is  true,  but  there  is  a  lot  of  difference  be- 
tween $1.20  and  $1.60  and  $1.20  and  $5. 

Secretary  Hodgson.  That  is  right.  You  put  this  in  an  absolute  mat- 
ter instead  of  a  relative  matter.  I  think  it  has  to  be  put  in  a  relative 
context. 

Senator  Ribicoff.  Do  you  think  it  is  relative  in  trying  to  lift  some- 
body to  $1.60,  do  you  think  that  is  relative?  Do  you  think  we  should 
have  a  policy  and  philosophy  in  the  United  States  to  work  a  full  week 
and  still  be  in  poverty  ? 

Do  you  not  think  it  is  a  worthy  objective  to  pay  people  in  this  coun- 
try a  decent  wage  to  take  people  out  of  poverty  ? 

'Secretary  Hodgson.  You  are  taking  about  a  worthy  objective.  _ 

Senator  Ribicoff.  That  is  right,  a  worthy  objective  which  this  ad- 
ministration refuses  to  face  up  to. 

Secretary  Hodgson.  On  the  contrary,  our  objective  is  to  really  face 
up  to  it  and  to  realize  you  can  raise  some  minimums  without  having  a 
certain  disemployment  effect.  You  have  to  draw  the  line  somewhere. 

Senator  Ribicoff.  You  have  two  things  in  this  administration.  You 
come  up  with  a  welfare  program  to  pay  people  $2,400  for  a  family  of 
four.  No  matter  how  you  figure  that,  that  is  $1,500  below  the  poverty 
line  of  $3,900. 

On  the  other  hand,  you  take  people  and  approve  $1.20  an  hour  for 
people  who  work.  You  can  pay  these  people  a  minimum  of  $1.60  and 
I  do  not  think  people  are  going  to  cut  down  their  operation  because 
you  are  raising  the  minimum  wage  to  $1.60  and  expanding  coverage. 

I  think  it  is  a  very  heartless,  cynical  attitude  by  the  administration 
and  the  Labor  Department  to  support  a  program  like  that. 

Secretary  Hodgson.  I  am  sorry  that  the  occasion  has  descended  into 
a  place  where  we  are  using  terms  of  disparagement  of  that  kind. 

Senator  Ribicoff.  It  is  not  disparagement,  sir. 

Secretary  Hodgson.  I  think  it  is,  when  you  say  it  is  heartless  and 
cynical. 

*  Senator  Ribicoff.  To  say  $1.20  an  hour  or  $2,400  is  sufficient  to  sup- 
port a  family  of  four  when  the  minimum  need  for  taking  a  person 
out  of  poverty  is  $3,900. 

Secretary  Hodgson.  All  right,  I  would  like  to  have  Mr.  Rosow  com- 
ment on  that,  but  I  want  to  point  out,  Senator,  we  are  still  talking 
about  doing  something  in  the  wage  field  that  will  encourage  as  many 
people  as  possible  to  be  in  the  best  economic  position  as  possible,  to  do 
it  though  without  decreasing  employment  opportunities  in  the  country. 
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ecretary  Rosow  has  been  after  me  to  make  a  comment  now  and  I 


will  let  him  make  one  now. 

Evaluation  or  Present  Programs  for  the  Poor 

Senator  Kibicoff.  You  see  what  we  are  trying  to  do,  Mr.  Secretary, 
some  of  us  are  trying  to  go  beyond  what  is  being  done,  and  I  pointed 
out  that  here  we  are,  we  are  spending  on  so-called  poverty  programs 
in  this  country  some  $31  billion,  and  yet,  there  are  more  people  in 
poverty  now  than  there  were  last  year. 

I  am  simply  saying  if  you  took  all  those,  if  you  took  and  eliminated 
all  those  programs  and  divided  that  $31  billion,  you  could  get  every 
family  of  four  in  this  country  $4,800  and  eliminate  the  entire  bureauc- 
racy in  HEW  and  Labor  Department  and  all  others,  and  take  people 
out  of  poverty. 

Also,  I  pointed  out  in  my  opening  statement  that  here  your  Federal 
outlays  in  1972  for  manpower  will  exceed  $3.7  billion,  and  you  are 
not  accomplishing  anything  with  it.  If  you  took  that  money  and 
eliminated  all  your  programs,  you  could  put  900,000  people  to  work 
in  this  country. 

What  I  am  trying  to  do  is  to  force  you,  and  to  force  us,  we  have  a 
dual  responsibility,  to  evaluate  these  168  poverty  programs  and  see 
which  ones  we  can  throw  into  the  Potomac  River  and  come  up  with  a 
program  where  the  money  we  spend,  based  on  the  system  of  priorities, 
will  have  meaning. 

Now  if  we  are  short  of  funds,  and  we  are,  because  the  Federal  deficit 
indicates  that,  I  think  we  have  an  obligation,  both  the  executive  and 
the  legislative  branch,  to  evaluate  these  168  poverty  programs,  and 
expended,  for  which  we  are  expending  $31.1  billion,  and  I  do  not  say 
it  is  only  your  responsibility. 

I  think  it  is  the  responsibility  of  this  committee  to  examine  it  and 
the  Congress  to  examine  these  programs,  so  we  make  better  use  of 
our  $31.1  billion.  I  do  not  think  we  have  a  right  to  say  we  are  going 
to  eliminate  poverty,  spend  $31.1  billion,  have  more  people  in  poverty, 
more  people  than  we  ever  have  had,  when  we  could  just  take  that  $31 
billion  and  divide  it  and  eliminate  every  person  from  poverty  in  the 
United  States  of  America. 

Secretary  Hodgson.  I  am  delighted  to  hear  you  comment  about  this 
business  of  so  many  existing  programs,  that  some  may  be  good  and 
some  not,  but  are  all  legislatively  mandated  one  way  "or  another.  It 
is  the  very  thing,  of  course,  we  have  been  addressing  ourselves  to  in 
the  manpower  reform  legislation,  and  I  hope  that  you  and  others  will 
see  fit  to  support  that.  That  is  still  on  the  legislative  platter  and  we 
would  like  to  get  it  through  because  it  will  enable  us  to  do  just  what 
you  have  suggested. 

Senator  Kibicoff.  Yes,  but  it  is  not  that.  It  is  not  a  question  of 
supporting  what  you  do,  but  we  find  the  administration  does  not  sup- 
port what  we  are  trying  to  do.  We  get  very  little  support  for  our 
objectives. 

I  have  other  questions,  but  I  do  not  want  to  be  unfair.  Senator 
Harris  is  here  and  Senator  Jordan. 
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Requiring  Work  at  Less  Than  the  Minimum  Wage 

Mr.  Rosow.  With  your  permission,  Senator  Ribicoff,  could  we  re- 
spond to  the  minimum  wage  question  ?  I  would  like  to  further  discuss 
this  $1.20  minimum  and  your  concern  about  that  because  we  are 
aware,  as  you  are,  of  the  fact  that  is  not  adequate  to  a  family  of  four. 

We  are  not  suggesting  that  everyone  referred  to  work  would  be 
referred  at  $1.20.  That  is  only  a  floor  referral  rate.  We  will  continu- 
ally seek  to  refer  people  to  the  best  jobs  available. 

Our  philosophy  is  that  the  higher  pay  a  person  earns,  the  more  they 
free  themselves  from  the  welfare  system. 

However,  the  fundamental  purpose  of  including  the  working  poor 
in  this  legislation  is  to  supplement  inadequate  and  low  wages  of  fam- 
ilies which  are  living  in  poverty.  Therefore,  if  a  person  is  referred  to 
work  at  $1.20  an  hour,  and  has  a  family  of  four,  the  wage  level  would 
be  supplemented  to  the  equivalent  of  $1.85  an  hour  for  that  family 
between  a  combination  of  welfare  and  work. 

In  other  words,  we  have  to  look  at  the  move  from  welfare  to  work 
as  a  transitional  concept,  not  an  immediate  accomplishment. 

So  in  the  case  of  low-skilled  people  or  people  with  limited  educa- 
tion or  people  who  have  been  out  of  the  labor  force  for  many  years, 
we  have  to  allow  for  this  transitional  procedure.  Nor  can  we  deny 
ourselves  access  to  more  than  5  million  jobs  in  this  country  which  now 
exist  at  rates  below  the  level. 

There  are  many  members  of  this  committee,  including  the  chairman, 
Senator  Long,  who  have  pressed  us  firmly  in  this  direction  and  if  we 
were  to  move  too  rapidly  in  creating  an  artificially  high  base  for  these 
people,  we  would  be  denying  the  objectives  that  you  yourself  seek. 

Now  we  know  that  the  wage  structure  in  this  country  is  not  related 
to  family  size.  It  is  based  on  job  responsibility,  equal  pay  for  equal 
work.  Therefore,  we  have  a  table  here  that  points  out  that  for  a  family 
of  four,  it  would  take  $1.97  an  hour  to  be  at  the  poverty  level. 

For  a  family  of  seven,  which  is  not  atypical  in  the  South,  we  need 
to  pay  $3.20  an  hour.  Now  neither  this  Congress  nor  this  administra- 
tion can  legislate  poverty  away  by  destroying  the  wage  structure. 

Senator  Fannin  spoke  at  great  length  this  morning  about  his  con- 
cern about  foreign  competition  and  the  loss  of  jobs  overseas.  That  was 
the  first  thing  that  would  happen  if  we  were  to  create  an  artificial 
wage  base. 

Subsidizing  Employment  at  Less  Than  the  Minimum  Wage 

Senator  Ribicofe.  Do  you  really  think,  Mr.  Rosow,  that  you  will 
ever  get  a  philosophy  in  this  country,  irrespective  of  the  competition 
overseas,  that  the  American  taxpayer,  the  American  people,  should 
subsidize  the  employer  who  wants  to  work  people  40  hours  a  week  and 
pay  them  $2,500  a  year  ? 

Air.  Rosow.  Absolutely  not.  Senator. 

Senator  Ribicoff.  I  do  not  think  this  country  under  any  administra- 
tion is  ready  to  retrogress  that  far. 

Mr.  Rosow.  We  agree  completely  with  that.  All  I  am  saying 

Senator  Ribicoff.  All  right.  Why  should  the  taxpayer,  why  should 
the  Congress,  and  why  should  the  President  of  the  United  States  un- 
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derpin  a  group  of  employers  who  still  maintain  sweatshop  labor  at  40 
hours  a  week  at  $2,51  >0  a  year.  Why  should  we  implement  it  ? 

Why  should  we  not  make  that  employer  bring  his  level  up  to  $1.60 
an  hour  ? 

Mr.  Rosow.  Well,  because  of  the  fact,  Senator,  that  there  are  many 
jobs  today  that  pay  a  great  variety  of  wages,  and  many  of  them  are 
below  the  existing  Federal  level  minimum.  The  administration  has 
favored  a  gradual  increase  in  the  minimum  wage,  the  Secretary  testi- 
fied to  that  effect  earlier  in  this  Congress,  and  is  on  the  record  for  a 
step  up  in  the  minimum  wage.  We  will  respond  to  that  as  the  economic 
situation  permits. 

We  are  definitely  trying,  and  we  have  the  support  of  the  AFL-CIO 
that  this  system  does' not  subsidize  cheap  wages.  The  reason  is' that 
any  supplementation  for  the  working  poor  is  a  private  matter  be- 
tween the  Government  and  that  person  and  there  is  no  conduit  of 
those  funds  through  the  employers.  So  there  is  no  pressure  here  to 
keep  low  wages,  but  merely  to  respond  to  what  exists. 

Senator  Ribicoff.  Do  I  understand  you  to  say  the  AFL-CIO  agrees 
we  pay  $1.20  an  hour  to  these  people? 

Mr.  Rosow\  No;  they  have  not  agreed  to  that  provision.  They  have 
agreed  that  this  law,  H.R.  1,  does  not  subsidize  cheap  labor. 

Senator  Ribicoff.  That  it  should  not  subsidize  it,  but  my  under- 
standing is  the  AFL-CIO  is  100  percent  behind  the  Williams  bill, 
which  would  expand  the  coverage  of  the  minimum  wage  law  to  bring 
all  these  employees  and  employers  under  the  minimum  wage.  Am  I 
right  or  wrong  on  AFL-CIO  ? 

Mr.  Rosow.  There  are  two  sides  of  the  equation.  Senator  Ribicoff.  I 
think  we  have  to  work  on  both  sides  of  it. 

The  Chairman*  Could  I  get  into  this  for  just  a  moment? 

Here  is  the  kind  of  thing  that  concerns  me  about  the  difference  be- 
tween the  two  positions.  The  Secretary  is  being  hit  by  Long  on  the  one 
side  and  by  Ribicoff  on  the  other.  Here  is  a  situation  we  get  ourselves 
into. 

If  you  drive  through  the  rural  sections  of  my  State,  you  will  find 
something  that  is  typical  of  other  places.  You  come  to  a  little  cross- 
roads town.  Two  or  three  little  stores  are  there  and  here  is  some  sales- 
lady or  salesman  who  spends  85  percent  of  his  time  just  waiting  for  a 
customer  to  show  up.  That  is  not  very  hard  work,  but  it  is  better  than 
nothing,  and  so  now  if  you  make  the  boss  pay  that  fellow  $2  an  hour 
or  $1.80,  I  do  not  care  what  figure  we  are  talking  about,  that  means 
that  the  fellow  is  out  of  a  job  because  the  boss  cannot  afford  to  do  that. 
So  the  store  either  will  not  be  open  as  many  hours,  or  the  boss  will  just 
have  to  do  it  himself  or  else  just  close  the  store  down. 

If  I  am  going  to  have  to  pay  that  fellow  the  welfare,  I  would  a  lot 
rather  lie  coiiHnued  to  make  $1.20  and  that  way  I  only  have  to  put  up 
80  cents  in  order  to  get  him  up  to  $2.  When  I  have  put  him  out  of  the 
job.  then  I  have  to  pay  the  whole  $2.  I  would  rather  pay  80  cents  for 
him  to  do  a  little  something  than  to  pay  $2  to  do  absolutely  zero. 

That  is  what  we  are  talking  about — Ribicoff  would  abolish  the  job 
and  Long  would  keep  him  at  the  job.  It  will  save  us  $1.20  for  every 
hour  he  is  standing  around  there  and,  as  between  the  tAvo,  I  would 
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much  rather  pay  80  cents  to  do  a  little  something  than  $2  to  do  abso- 
lutely zero. 

Now  that  is  just  the  difference  of  philosophy,  but  to  me  it  is  easier 
to  subsidize  a  low-paying  job  than  to  pay  twice  that  much  to  do 
nothing.  It  is  better  for  the  man  to  stand  around  if  he  has  nothing 
to  do  but  stand  around  and  hope  somebody  walks  in  the  store  than  to 
have  to  pay  him  more  than  twice  as  much  to  do  zero.  Meanwhile, 
when  you  pay  him  to  do  zero,  the  chances  are  he  will  be  enterprising 
to  find  something  to  do  and  get  himself  a  pistol  and  go  to  work  rob- 
bing people  on  the  street. 

So  between  standing  around  serving  the  people  and  standing 
around  disserving  the  public,  we  would  be  better  off  to  pay  him,  that 
is  the  difference. 

Senator  Ribicoff.  I  am  not  bothered  by  the  administration  being 
put  between  Senator  Ribicoff  or  Senator  Long,  because  you  have  to 
make  a  choice  whether  you  go  for  the  philosophy  of  Senator  Long  or 
Senator  Ribicoff,  that  is  the  decision  that  has  to  be  made.  Because, 
while  that  situation  may  prevail  in  Louisiana,  the  number  of  people 
that  may  be  on  welfare,  although  a  largo  proportion  may  be  minus- 
cule when  you  start  figuring  where  the  recipients  are  and  where  they 
live. 

What  is  the  objective?  My  objective  is  to  take  every  American  out 
of  poverty  by  1976,  and  that  is  a  worthy  objective  and  there  are  ways 
of  reaching  this  objective,  and  I  would  say  it  is  a  sad  day  for  America 
when  we  find  in  the  Labor  Department,  whether  in  a  Republican  or 
Democratic  administration,  to  have  the  Secretary  of  Labor  come  out 
with  a  position  that  they  are  going  to  advocate  that  people  stay  in 
poverty  and  that  the  American  people,  taxpayers,  subsidize  slave 
labor. 

I  think  this  is  what  we  are  up  against  and  this  is  where  a  debate 
should  be  held  and  this  is  where  I  want  to  put  the  Secretary. 

The  Chairman.  Senator,  if  I  do  say  it,  you  may  think  you  are  go- 
ing to  get  them  all  out  of  poverty  by  adopting  your  program,  but  I 
want  you  to  know  it  is  not  going  to  work  out  quite  that  way.  Even  if 
we  do  all  of  this,  and  f^et  the  income  up  to  where  you  want  it  to  be,  some 
future  politician  is  going  to  be  as  equally  enterprising  as  some  of  us 
and  he  is  going  to  redefine  poverty,  so  that  80  percent  of  them  are 
going  to  be  back  in  poverty,  and  he  can  get  credit  for  taking  them  out 
of  it  again.  [Laughter.] 

Secretary  Hodgson.  I  want  to  say  we  do  not  have  either  the  Long  or 
the  Ribicoff  philosophy.  We  feel  we  take  a  professional  look- — [laugh- 
ter]— and  try  to  come  up  with  a  position  that  reflects  that  professional 
appraisal  of  what  can  be  done  in  regard  to  both  advancing  the  mini- 
mum wage  and  expanding  its  coverage. 

The  Chairman.  Senator  Jordan  ? 

Senator  Jordan.  Thank  you,  Mr.  Chairman. 

Work  Disincentives  Under  H.R.  1 

Mr.  Secretary,  I  think  we  all  agree  that  one  of  the  main  defects  of 
the  present  welfare  system  is  that  there  are  so  many  work  disincentives 
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in  it.  A  recipient  is  likely  to  be  charged  up  to  a  hundred  cents  for 
every  additional  dollar  he  might  earn.  So  I  was  impressed  when,  on 
page  7  in  your  statement,  you  said  this : 

My  second  point  is  important.  Work  incentives  under  H.R.  1  are  strong.  When 
combined  with  the  work  requirement  features,  they  reflect  a  primary  emphasis 
on  the  new  welfare  reform  bill. 

You  went  on  to  say : 

The  single  most  important  work  incentive  is  the  coverage  of  the  working  poor. 
Somehow,  in  times  past,  our  rewards  and  penalties  got  mixed  up,  creating  a  sys- 
tem where  those  not  working  were  given  financial  assistance,  but  those  working 
day  in  and  day  out — but  still  living  in  poverty — were  ignored. 

Now,  I  wish  I  could  see  H.R.  1  in  the  same  light  that  you  do.  I  have 
sent  to  your  table  a  committee  print  on  material  related  to  H.R.  1  work 
and  training  provisions,  put  together  by  the  staff  of  the  Finance  Com- 
mittee. If  you  are  seeing  it  for  the  first  time,  I  am  going  to  be  very 
gentle  with  you  on  it,  I  ask  you  to  turn  to  chart  12*  because,  after  all, 
the  application  of  H.R,  1  will  be  in  the  several  States,  not  in  a  theoreti- 
cal country  or  State  that  does  not  have  some  rules  and  some  laws  of  its 
own. 

Under  H.R.  1,  a  family's  assistance  payment  would  be  reduced 
by  two-thirds  of  any  earnings  in  excess  of  $720  a  year— $720  is  dis- 
regarded. You  will  see  under  chart  12  what  each  dollar  earned  will 
cost  a  family  of  four  in  Wilmington.  Del,;  that  is  a  mother  with 
three  children.  Because  of  the  $720  disregard,  if  she  makes  up  to 
$1,000  a  year,  with  the  social  security  tax,  medicaid  deductible  in- 
crease, and  increase  in  public  housing  rent  which  would  apply  in 
Wilmington,  she  is  taxed  49  cents  of  that  dollar.  That  is  the  cost  to  her 
of  each  dollar  she  makes. 

But  look  in  the  next  column,  if  you  will.  Mr.  Secretarv.  If  she  makes 
between  $1,000  and  $2,000,  the  disincentive  begins  to  work  very  vigor- 
ously because,  for  each  dollar  she  would  make  in  that  range,  she  would 
be  taxed  $1.12,  and  likewise  in  the  range  of  $2,000  to  $3,000,  the  cost  of 
niakmg  an  additional  dollar  to  the  breadwinner  of  that  family  of  four 
m  Wilmington,  Del.,  would  be  $1.13,  and  so  on. 

So  tell  me,  have  you  applied  the  theory  that  this  bill  has  no  disin- 
centives to  the  practical  situation  that  you  find  in  some  of  these  cities 
like  Wilmington,  Del.  ? 

_  Secretary  Hodgson.  I  am  glad  you  mentioned  the  practical  situa- 
tion, Senator.  Let  me  first  say  that  I  know  that  Secretary  Richardson 
has  been  developing  material  on  this  subject  to  present  to  the  com- 
mittee, I  suppose  he  would  have  done  it  yesterday  if  he  had  been  here, 
and  T  do  not  really  want  to  upstage  him  on  it  because  this  is  really  his 
section. 

Senator  Jordan.  Yes. 

Secretary  Hodgson.  But  nonetheless,  I  would  like  to  talk  a  bit  about 
this  subject  of  wage  incentives  in  H.R.  1  and  how  they  work. 

The  tables  we  have  seen  in  the  past  are  presented  'in  $1,000  incre- 
ments and  really  do  not  reflect  the  nature  of  the  work  decision  that 
people  make.  This  is  not  the  way  the  world  works  in  the  world  of 
work.  The  decision  is  seldom  based  on  the  incremental  terms  of  o;oing 
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from  one  $1,000  bracket  to  another  $1,000  bracket.  It  is  generally  in 
of  going  from  no  work  to  part-time  work  or  from  no  work  to  full-time 
or  part-time  to  full-time  work.  I  say,  these  are  the  practical  things  you 
have  to  think  about  when  you  ask  whether  there  is  an  incentive. 

The  real  thing  that  is  frequently  missed  is  what  I  call  discretionary 
income,  the  increase  in  the  amount  the  person  actually  has  after  he 
has  his  fixed  payments  taken  care  of. 

People  often  wonder  why  workers  will  bargain  and  even  strike  for 
a  10-percent  increase. 

Well,  for  a  person  who  has  90  percent  of  his  wages  taken  up  by  fixed 
payments,  a  10  percent  increase  is  a  doubling  of  his  income.  That  is 
the  reason  why  you  have  to  look  at  what  the  discretionary  income  is. 
A  little  bit  more  at  the  margin  means  an  awful  lot  more  available  to 
the  person,  and  you  just  have  to  take  that  into  account. 

Also,  it  seems  to  me  that  in  most  of  the  charts  we  have  seen,  a  whole 
series  of  benefits  are  calculated,  but  the  fact  is  that  very  few  of  the 
families  that  will  be  covered  by  H.R.  1  will  get  all  these  benefits.  For 
instance,  only  7  percent  will  be  eligible  for  housing  benefits.  When  you 
look  at  incentives  you  have  to  look  at  it  the  way  the  world  works  out 
there  in  the  field  of  work,  the  way  the  psychology  of  the  individuals 
who  are  faced  with  making  work  choices  will  react  to  the  choices 
that  they  are  faced  with.  I  am  convinced  that  the  reduction  rates  of 
H.R.  1  provide  really  strong  financial  incentives  to  work.  They  are 
much  improved  over  last  year  and  certainly  far  superior  to  the  present 
system. 

Senator  Jordan.  All  right,  Mr.  Secretary,  turn  one  page  more  and 
look  with  me  at  chart  13*  which  pertains  to  Chicago.  This  time  let  us 
disregard  public  housing.  A  woman,  a  mother,  a  breadwinner,  head  of 
a  family  of  four,  in  Chicago  would  do  better  up  to  the  first  $1,000 
because  it  would  only  cost  her  25  cents  for  each  dollar  earned.  How- 
ever, if  she  earned  between  $2,000  and  $3,000  she  would  have  to  pay 
$1.06  for  every  dollar  earned;  if  she  would  get  up  to  the  $4,000  to 
$5,000  bracket*  it  would  cost  $1.22  for  every  dollar  earned ;  and  if  she 
got  in  the  $5,000  bracket  and  up,  it  would  cost  $1.25. 

You  are  not  disputing  the  accuracy  of  those  figures  ?  We  are  leaving 
out  the  housing  part. 

Secretary  Hodgson.  Yes,  in  effect  we  are,  and  I  would  like  to  have 
Secretary  Rosow  address  himself  to  that. 

Senator  Jordan.  Yes. 

Mr.  Rosow.  Senator  Jordan,  if  I  could  return  to  chart  12  on  Wil- 
mington, Del. 

Senator  Jordan.  All  right. 

Mr.  Rosow  (continuing).  I  might  say,  as  an  introduction,  we  do 
not  accept  these  charts,  but  since  they  have  been  presented  to  us  in  the 
committee  print,  it  is  only  fair  that  we  address  ourselves  to  your 
presentation  and  then,  with  the  permission  of  the  chairman,  I  would 
like  to  submit  some  charts  that  HEW  has  prepared  which  are  for  the 
same  cities,  tables  which  we  feel  would  be  a  more  accurate  representa- 
tion of  the  true  incentive  features  of  the  welfare  reform  under 
H.R.I.** 
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The  Chairman.  That  is  fair  enough.  But,  as  you  know,  all  the 
assumptions  are  right  beneath  that  chart  there  and  you,  I  am  sure  you 
have  your  assumptions  for  your  chart  too. 

Mr.  Rosow.  Yes,  Mr.  Chairman,  and  I  will  address  myself  to  chart 
12  first,  and  then  I  would  like  to  contrast  that  with  our  information 
which  I  think  presents  a  very  accurate  representation  of  the  net  effect, 
which  is  what  we  are  all  interested  in  :  whether  there  really  is  truly  an 
incentive  to  go  to  work  under  this  bill  or  whether  you  are  better  off 
staying  on  welfare  and  dodging  work. 

Treatment  of  Social  Security  Tax 

Now  the  welfare  reduction  of  67  cents  on  the  dollar,  which  is  appli- 
cable to  all  levels  above  $1,000,  is  an  accurate  figure.  We  contest  the 
use  of  the  6-cent  deduction  for  social  security,  not  because  it  is  inaccu- 
rate, but  because  it  does  not  take  cognizance  of  the  fact  that  social 
security  is  a  deferred  benefit  and  that  the  worker  is  paying  against  a 
wage  rate  every  payroll  period,  but  is  buying  something  in  return  for 
that,  and  in  combination  with  the  employer  contribution  probably  buy- 
ing a  benefit  worth  considerably  more  than  that  deduction. 

The  Chairman.  Well,  let's  just  analyze  that  for  a  second.  Pardon 
me,  for  the  interruption,  Senator. 

You  might  say  that,  but  as  a  practical  matter,  are  we  not  pretty  well 
trapped  in  this  situation?  If  a  person  has  a  low-paid  job,  and  he  gets 
his  social  security,  he  is  going  to  be  enjoying  the  minimal  social  secu- 
rity. He  will  require  welfare  supplementation  anyway,  the  way  things 
are  going,  with  the  result  that  if  he  did  not  have  the  social  security, 
the  welfare  payments  would  be  filling  in  that  gap.  So  that  in  the  last 
analysis  the  social  security  benefit  probably  has  no  meaning  to  him. 

You  do  see  what  I  am  talking  about  ? 

Mr.  Rosow.  Yes. 

The  Chairman.  If  this  worker  is  going  to  be  a  welfare  person  to 
begin  with,  when  he  winds  up  with  social  security  benefits  he  is  getting 
the  minimum  and  then  when  he  becomes  a  beneficiary,  you  then  proceed 
to  give  him  the  welfare  payment  to  bring  that  up  to  what  you  think 
his  income  ought  to  be  when  he  retires.  The  result  is  that  he  really  does 
not  have  anything  for  social  security  because  he  would  have  gotten  that 
much  by  welfare. 

Mr.  Rosow.  Except,  Mr.  Chairman,  that  that  segment  of  his  income 
when  he  reaches  retirement,  which  is  financed  out  of  the  social  security 
trust  fund,  has  already  been  paid  for  and  does  not  represents  a  new 
cost  to  Government. 

For  a  person  who  is  not  covered  by  social  security,  the  total  pay- 
ment, to  an  aged  indigent  person  for  example,  would  be  borne  out 
of  general  revenue  funds  or  out  of  the  welfare  funds. 

The  Chairman.  Well,  what  difference  would  it  make  whether  the 
money 

Mr.  Rosow.  It  makes  a  difference  to  us. 

The  Chairman.  Whether  it  is  coming  out  of  general  revenue  funds 
or  social  security  ? 

Mr.  Rosow.  It  makes  a  difference  to  you,  Mr.  Chairman,  because— 

The  Chairman.  We  are  not  talking  about  whether  I  am  better  off, 
but  whether  he  is  better  off.  As  far  as  he  is  concerned,  it  seems  to  me 
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as  though  he  would  be  getting  the  same  thing  as  if  he  did  not  have 
social  security. 

Mr.  Rosow.  But  on  that  basis,  it  is  a  question  of  whether  we  want 
him  to  accrue  a  right  and  be  self -sufficient  in  his  old  age. 

Senator  Jordan,  If  lie  is  hungry  he  does  not  want  to  accrue  a  right : 
if  he  is  hungry  he  does  not  give  a  damn  about  a  right. 

Mr.  Rosow*  In  earlier  discussions  the  last  Congress  agreed  that  pos- 
sibly another  way  around  this,  if  you  are  overly  concerned  about  the 
social  security  tax  on  a  low  wage  earner,  would  be  to  forgive  this  tax 
in  order  to  increase  the  incentive. 

The  administration  was  open  to  that  possibility,  but  the  Congress 
felt  in  its  wisdom,  both  in  the  House  and  in  the  Senate  last  year 
and  again  this  time,  that  the  tax  should  be  imposed  so  that  these  peo- 
ple would  not  be  treated  any  differently  than  any  other  worker.  All 
I  am  saying  is  that  we  can  at  least  say  this  is  an  ambiguous  insertion 
on  the  6  cents,  and  further,  as  your  own  footnote  notes,  it  is  based 
on  a  rate  that  would  not  be  in  effect  until  1973,  so  it  is  shown  at  its 
highest  level. 

The  next  line,  State,  Federal  income  tax,  is  accurate. 

Senator  Ribicoff.  I  think  with  all  due  respect  to  the  statement 
you  made  I  want  to  defend  the  staff,  they  were  not  capricious ;  sure,  the 
6  cent  rate  goes  into  effect  in  1973,  but  this  program  also  goes  into 
effect  in  1973  so  what  the  staff  apparently  did  was  to  relate  in  1973 
what  we  were  faced  with,  so  I  would  defend  the  staff  there. 

Senator  Jordan.  Exactly. 

Mr.  Rosow.  That  is  fair  enough,  Senator. 

Increase  in  Medicaid  Deductible  as  Income  Rises 

The  medicaid  deductible  increase,  which  is  a  fairly  substantial 
;i  mount,  was  computed  inappropriately,  and  again  this  is  due  to  the 
fact  that  there  has  not  been  an  opportunity  for  the  committee  staff 
and  the  HEW  staff  to  compare  notes.  If  you  take  the  9  rents  at  the 
zero  to  the  $1,000  range,  that  works  out  at  $90  per  thousand.  Then 
you  add  $330  for  the  next  increment  of  a  thousand  to  $2,000.  another 
$330  for  the  increment  of  $2,000  to  $3,000.  and  another  $330  at  $3,000 
to  $4,000.  When  you  add  that  up  it  comes  to  a  deductible  of  $1,080 
across  that  whole  income  span,  but  the  average  benefit  is  $460. 

So  it  scorns  here  that  the  deductible  exceeds  the  benefits  since  it  is 
a  cumulative  calculation. 

But  the  more  important  point  I  would  like  to  make  rather  than  to 
argue  about  the  arithmetic  is  that  the  medicaid  deductible  increase 
is  really  based  on  trying  to  assess  a  charge  against  the  welfare  family 
on  the,  average  in  Wilmington.  Del.,  for  a  benefit  that  may  be 
hypothetical. 

The  medicaid  benefit  is  only  received  by  a  family  if  one  or  more 
members  of  that  family  are  sick  and  eligible  to  participate  under  that 
program. 

I  recall  a  case  when  I  was  in  South  America  where  we  ran  schools 
and  hospitals  for  our  employees  and,  in  order  to  calculate  the  costs, 
we  divided  the  aggregate  dollar  expenditures  by  the  number  of  em- 
ployees on  the  payroll.  When  we  looked  at  our  population,  however, 
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we  found  one-third  of  our  employees  were  male  bachelors  under  25, 
unmarried  and  with  no  children  in  school.  So  to  assess  education 
against  those  employes  was  a  hypothetical  cost. 

The  Chairman.  If  you  are  talking  about  welfare  fathers,  half  of 
them  have  a  child  around  somewhere  if  you  just  look  hard  enough. 

Mr.  Rosow.  But  they  are  not  all  receiving  medicaid. 

Senator  Jordan.  Mr.  Secretary,  I  have  been  supplied  a  table  here 
of  average  medical  vendor  payments  to  families  receiving  AFDC 
payments  and  it  runs  up  in  many  of  these  States  close  to  a  thousand 
dollars  a  year,  in  some  cases  over  a  thousand  dollars  a  year. 

Mr.  Rosow.  The  national  average  is  $460 — in  Wilmington,  I  am 
sorry. 

Senator  Ribicoff.  If  the  Senator  will  yield,  Senator  Jordan  makes  a 
very  pertinent  point  because  the  cost  of  medical  services  to  the  poor 
runs  much  higher  than  to  the  middle-class  or  the  wealthy,  and  I  think 
Senator  Jordan  is  making  a  very  appropriate  point  there. 

You  cannot  talk  about  averages  of  $400  because  Senator  Jordan  is 
talking  about  realities. 

Mr.  Rosow.  But,  Senator  Ribicoff  and  Senator  Jordan,  I  am  not 
disagreeing  with  the  point,  but  would  like  to  point  out  that  if  we  get 
these  people  working,  which  is  our  objective,  we  can  take  them  out 
of  this  cost  to  the  Government. 

In  other  words,  at  the  present  time  in  America,  80  percent  of  all 
workers  who  make  more  than  $6,000  a  year  are  covered  by  some  type 
of  insurance  with  their  employer  for  medical  care,  whether  it  is  Blue 
Cross,  Blue  Shield,  or  whatever  it  may  be.  In  some  cases  the  employee 
contributes,  in  some  cases  it  is  fully  financed  by  the  employer.  Our 
objection  to  just  showing  this  as  a  cost  is  that  it  deals  with  a  static  type 
of  situation. 

What  we  are  trying  to  do  is  to  make  these  people  self-sufficient  and, 
as  we  pointed  out  earlier  in  the  Secretary's  testimony,  one  of  the 
things  that  is  omitted  from  all  of  these  calculations,  which  are  in  our 
revised  tables,  is  the  fact,  that  as  people  earn  more  money  in  this 
country,  they  get  more  benefits  from  their  employer,  whether  it  is 
vacation  holidays  or  sick  leave,  medical  care  insurance,  or  life  insur- 
ance. These  benefits  are  very  valuable  to  the  family  and  they  do  take  a 
drain  off  the  Federal  Government  and  off  the  State  and  local 
government. 

So  with  the  chairman's  permission  I  would  like  to  distribute  to  the 
members  present  some  other  tables  on  these  cities,  and  with  your  per- 
mission show  you  what  incentives  exist.  I  would  like  to  take  the  worst 
example,  New  York  City,  which  has  about  10  percent  of  all  the  welfare 
people  in  the  United  States,  and  which  is  considered  by  all  of  us  to  be 
one  of  our  worst  problems;  if  I  could  just  take  you  through  New  York 
City  in  these  tables,  I  would  show  you  the  tables  of  incentives  that 
exist.* 

The  Chairman.  Why  do  you  not  make  that  available  as  we  are 
making  it  available  to  you,  you  analyze  it  and  we  will  analyze  yours 
and  see  if  we  can  agree  on  one. 

Senator  Jordan.  I  have  about  used  my  time,  Mr.  Secretary.  I  do 
want  you  to  study  our  table  because  we  have  a  very  competent  staff 
here  and  I  defend  every  figure  in  this  committee  print  for  accuracy. 

*  See  p.  83. 
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We  are  not  backing  down  one  iota  from  the  figures  presented  in  this 
table.  We  would  like  to  have  your  analysis  of  our  figures  and  we  will 
take  yours  and  look  them  over.  Someplace  there  has  got  to  be  a  meet- 
ing of  the  minds  because  if  we  are  to  truly  do  away  with  disincentives 
in  this  bill  it  has  to  be  in  reality  rather  than  in  fiction. 

Secretary  Hodgson.  We  understand,  Senator.  We  agree  with  you 
thoroughly  that  the  purpose  of  this  bill  is  to  move  people  into  the 
world  of  work,  and  one  of  the  ways  to  accomplish  that  is  to  have  an 
incentive  for  people  to  do  so. 

Senator  Jordan.  Eight.  There  have  to  be  carrots  as  well  as  sticks. 
In  this  situation  we  think  there  are  no  carrots.  We  think  that  this  is 
demonstrated  in  the  table  Mr.  Rosow  has.  I  think  it  will  be  desirable 
to  have  staff  comparisons  of  the  way  we  have  gone  about  this  and 
particularly  to  understand  some  of  the  concepts  that  HEW  has  been 
working  on  in  developing  its  statistical  compilation. 

The  Chairman.  Well,  if  you  are  ready  for  the  crossfire  at  the  other 
side,  I  want  to  call  on  one  of  our  outstanding  members  of  this  commit- 
tee, Senator  Harris.  Senator,  I  am  sorry  I  missed  you  when  your  turn 
came  previously,  you  had  left  the  room  temporarily.  Glad  to  have 
you  back. 

Senator  Harris.  I  want  to  agree  with  excellent  statements  that  Sen- 
ator Ribicoff  has  made  and  the  really  basic  and  fundamental  ques- 
tions he  has  asked  I  think  are  not  being  faced  up  to  by  this 
administration. 

Senator  Ribicoff  has  shown  by  the  statistics  that  he  has  cited  here 
that  the  system  that  we  are  dealing  with  is  a  relatively  stable  one  that 
resists  any  efforts  to  change  it.  Unless  we  are  willing  to  talk  about 
fundamental  change,  we  are  actually  talking  about  just  sort  of  adding 
to  the  convention  and  not  bringing  about  any  change  in  the  system 
that  we  all  abhor. 

Increasing  Number  of  Poor  Persons 

Why  is  it,  do  you  think,  that  of  all  the  rich  industrialized  coun- 
tries we  have  got  such  a  large  percentage  of  our  people  who  are  poor  ? 
Why  is  it  that  there  are  more  poor  people  this  year  than  there  were 
last  year,  do  you  think,  Mr.  Secretary  ? 

Secretary  Hodgson.  Well,  I  would  say  the  answer  to  the  first  ques- 
tion is  that  people  who  are  considered  poor  in  this  country  in  terms 
of  income  are  in  most  countries  considered  not  poor,  and  in  some  coun- 
tries would  be  considered  well  off.  Everything  is  relative  and  in  our 
country  we  have  very  high  standards,  as  we  should  have,  because  we 
have  very  high  accomplishments  and  fine  people.  So  that,  I  believe, 
is  the  reason  why  we  have  the  kind  of  situation  we  have,  and  a  little 
foreign  travel  and  a  little  discussion  with  labor  ministers  of  many 
of  the  different  countries  have  manifested  this  to  me.  The  income  that 
we  set  as  a  poverty  level  in  our  country  for  most  other  countries  are 
above  their  average  wage,  and  in  manv  of  them  could  be  considered  a 
superb  wage.  So  that  is  one  of  the  reasons  for  that. 

Senator  Harris.  What  about— first  of  all,  I  do  not  agree  with  that 
because  I  think  there  is  such  a  thing  as  the  spread  of  income,  and  I 
do  not  think  there  is  any  rich,  industrialized  country  in  the  world,  for 
example,  that  treats  its  own  people  as  badly  as  we  do  and  has  so  many 
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hungry  children  as  we  do,  or  it  has  the  kind  of  maldistribution  of 
wealth  and  income  that  we  do  but  I  was  going  past  that. 

Why  are  there  more  poor  people,  just  take  the  United  States  alone, 
why  are  there  more  poor  people  this  year  than  there  were  last  yea* 8 

Secretary  Hodgson.  Are  there  ? 

Senator  Harris.  Well,  your  own  statistics  indicate  there  are. 

Do  you  believe  your  own  statistics? 

Secretary  Hodgson.  What  statistic  is  that,  more  people  below  the 

poverty  level  \ 

Senator  Harris.  That  is  your  own  BLS  this  year  than  last  year,  I 

would  think. 
Secretary  Hodgson.  As  of  what  dates  are  those?  Do  you  know 

which  year  ? 

Senator  Harris.  If  you  disagree  with  that,  we  can  go  into  something- 
else. 

Secretary  Hodgson.  I  do  not  disagree  with  it.  I  just  don't  know 
the  figures  from  which  you  are  quoting. 

Senator  Harris.  The  Census  Bureau  figures  show  that  in  April  it 
went  up  by  10  percent. 

Are  you  familiar  with  that  ? 

Secretary  Hodgson.  Yes. 

Senator  Harris.  Why  was  that  shown  then,  or  do  you  want  to  argue 
about  the  figures  ? 

Secretary  Hodgson.  No;  I  just  want  to  know  from  what  figures  you 
are  talking.  Census  Bureau  figures  from  what  time? 

Senator  Harris.  That  just  came  out  this  past  April. 

Secretary  Hodgson.  For  April,  that  contrast  April  this  year  with 
April  last  year? 

Senator  Harris.  Yes,  1969  to  1970. 

Secretary  Hodgson.  And  why  is  there  a  difference  ? 

Certainly  one  of  the  reasons  would  be  the  extent  of  the  unemploy- 
ment that  exists  at  the  present  time. 

Senator  Harris.  Well,  doesn't  that  sort  of  beg  the  question?  Why 
is  that  so  ? 

Secretary  Hodgson.  Well,  it  is  because  the  level  of  economic  activity 
is  not  as  great  as  it  was  in  April  of  last  year. 

Senator  Harris.  Is  there  nothing  that  can  be  done  about  that  ? 

Secretary  Hodgson.  Sure,  a  great  deal  is  being  done. 

Senator  Harris.  Well,  not  enough,  it  looks  like,  because  we  had  more 
poor  people  this  year  than  last  year. 

Secretary  Hodgson.  Well,  you  are  talking  about  April  figures  not 
about  current  figures. 

As  you  know,  we  are  bringing  the  unemployment  level  down. 

Senator  Harris.  Unemployment  is  higher  now  than  it  was. 

Secretary  Hodgson.  It  isn't.  It  is  lower  than  it  was  in  April.  It  was 
around  6  percent  at  that  time ;  it  is  now  down  to  5.6. 

Senator  Harris.  The  number,  you  say  there  are  fewer  unemployed 
people  now  than  there  were  last  year. 

Secretary  Hodgson.  Let's  not  engage  in  that. 

Senator  Harris.  Let's  do  engage  in  it. 

Secretary  Hodgson.  All  right,  but  let's  understand  that  from  May 
to  June  every  year  in  any  administration  there  is  an  enormous  increase 
in  unemployment,  because  hundreds  of  young  people  flood  the  labor 
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market  coming  out  of  school.  This  year  there  were  less  young  people 
coming  out  of  school  and  unemployed  than  there  was  last  year.  Un- 
employment rose  1.1  million  this  June  compared  to  1.3  million  last 
June.  In  other  words,  that  the  amount  of  gain  from  May  to  June 
this  year  was  not  as  much  as  previously. 

Senator  Harris.  Are  there  more  unemployed  people  this  year  than 
last  year  ? 

Secretary  Hodgson.  There  were  more  unemployed  people  this  year 
than  last  year,  I  said  yes,  but  there  were  more  unemployed  in  June 
than  April. 

Senator  Harris.  The  Census  figures  show  this  was  the  first  time  in 
10  years  the  number  of  poor  people  went  up.  Today  25.5  million,  one 
in  every  eight  Americans  is  poor. 

Do  you  disagree  with  the  figures  ? 

Secretary  Hodgson.  I  do  not  disagree  with  the  figures. 

Senator  Harris.  And  you  just  say  it  is  because  unemployment  has 
gone  up  or  the  economy  is  bad  ? 

Secretary  Hodgson.  I  am  not  sure  that  is  the  only  reason.  I  haven't 
examined  it. 

I  did  not  realize  that  was  going  to  be  the  subject  of  the  inquiry. 

Senator  Harris.  Aren't  we  talking  about  poverty  and  jobs,  Mr. 
Secretary  ? 

Secretary  Hodgson.  We  are  talking  about  whether  we  have  a 
successful  Dili  to  take  thousands  of  people,  millions  of  people,  poten- 
tially, off  of  welfare  and  into  the  world  of  work. 

Have  we  got  something  that  will  accomplish  that,  that  is  what  I 
am  working  on. 

Senator  Harris.  That  is  the  question,  but  if  you  do  not  know  what 
the  situation  is  you  are  working  on,  or  what  caused  it,  it  would  seem 
to  me  you  are  in  very  poor  position  to  recommend  concerning  it. 

Secretary  Hodgson.  I  do  not  think  so. 

We  are  riot  ignorant  of  that  situation  as  you  say.  But  what  happened 
between  April  last  year  and  April  this  year  has  very  little  to  do  with 
what  the  situation  is  now  and  what  it  will  be  when  this  bill  goes  into 
effect. 

Impact  on  the  Labor  Market  or  Requiring  Acceptance  of  Jobs 
Paying  Less  Than  Minimum  Wage 

Senator  Harris.  Well,  that  seems  sort  of  a  silly  kind  of  answer,  but 
let  me  just  go  on  past  that  to  this :  What  about  the  business  of  mini- 
mum wage?  Aren't  you  talking  about  putting  on  the  market  here, 
interfering  with  the  market  pressures,  millions  of  people  or  how 
many  ever  it  is  going  to  be,  if  you  can  define  how  many  would  actually 
be  required  or  are  eligible  for  these  work  in  training  figures,  and  I 
think  there  is  some  problem  with  that  and  it  would  be  sort  of,  that 
would  be  a  sort  of  captive  labor  force  for  a  great  number  of  employers 
and  that,  therefore,  the  impact  would  be  that  you  would  interfere 
with  the  market  pressures  in  that  a  man  would  not  have  to  worry  so 
much  about  competing  for  those  employees  and  the  net  effect  would  be 
to  depress  wages  or  at  least  hold  wages  down  and  thereby  increase  the 
number  who  are  eligible  for  your  welfare  supplements  or  at  least  keep 
it  from  going  down.  Isn't  that  exactly  what  you  are  doing  here?  In- 
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stead  of  changing  a  rather  stable  system  that  resists  change,  it  seems 
to  me  you  are  just  adding  to  the  bad  parts  of  the  system. 

Secretary  Hodgson.  Well,  we  think  by  supplementing,  letting  a  per- 
son keep  $720  of  his  first  earnings  and  one-third  beyond  that,  we  are 
providing  him  with  the  incentive  to  move  off  welfare. 

Senator  Harris.  But  they  cannot  move  off  welfare  and  they  won't 
move  off  welfare  under  your  bill  if  working  full-time  they  are  still 
entitled  to  supplementation,  and  aren't  you  by  saying  to  employers, 
"Here  are  a  group  of  employees  that  are  going  to  be  available  to  you  as 
captive,  as  a  kind  of  a  captive  labor  force,"  they  have  to  work  at,  we 
set  a  minimum  wage  and  then  we  set  some  kind  of  an  inconsistent — 
if  you  say  there  ought  to  be  a  minimum  wage,  and  I  do  not  understand 
how  you  have  set  a  subminimum  wage. 

Secretary  Hodgson.  There  are  many  different  minimum  wages  at 
the  present  time,  as  you  know,  Senator. 

There  is  not  only  one,  there  is  a  different  minimum  wage  for  agri- 
culture, a  different  minimum  wage  for  other  industries,  there  are  mini- 
mum wages  in  cities  that  apply  to  city  employees  and  minimum  wages 
in  States  that  apply  to  State  employees,  there  are  all  kinds  of  mini- 
mum wages  in  this  country. 

Senator  Harris.  You  set  a  kind  of  subminimum  wage  here  which  is 
inconsistent,  it  seems  to  me,  for  a  group  of  people  required  to  work. 

Now  doesn't  that  have  the  tendency  to  depress  wages  or  to  hold 
wages  down  and,  therefore,  have  a  tendency  to  add  to  those  who  are 
going  to  be  entitled  to  a  work  supplement  ? 

Secretary  Hodgson.  No  ;  we  have  people  working  at  those  kinds  of 
wages  right  now. 

Senator  Harris.  But  that  is  a  voluntary  matter  and  therefore  is  part 
of  the  American  free  enterprise  system,  whereas  what  we  are  talking 
about  here  is  an  involuntary  matter,  a  captive  labor  force,  that  this 
employer  can  hire  at  any  wage  that  comes  up  to  that  subminimum 
wage,  or  above  it,  and  you  do  not  have  these  work  requirements. 

Now,  doesn't  that  interfere  with  the  free  enterprise  system  and  the 
market  pressures  that  otherwise  might  allow  the  wages  to  go  up? 

Secretary  Hodgson.  I  think  it  can  be  contended,  perhaps,  that  the 
whole  idea  of  the  minimum  wage  interferes  with  the  free  enterprise 
system,  and  that  setting  a  minimum  wage  on  the  part  of  Government 
sets  a  floor  on  the  wage  structure  that  is  not  normal.  So  from  that 
standpoint  it  is  not  theoretically  a  free  situation  now. 

Senator  Harris.  Mr.  Secretary,  we  are  talking  about  people  who  are 
not  free  agents  here.  We  are  talking  about  people  who,  if  their  children 
are  going  to  eat,  are  going  to  have  to  go  into  this  labor  market. 

We  are  not  talking  about  people  who  voluntarily  work,  and  your 
own  testimony  shows  that  most  people  will  voluntarily  seek  work  far 
more  than  you  are  going  to  be  able  to  take  care  of. 

But  if  you  have  people  here  who  in  order  for  their  children  to  eat 
are  required  to  take  work  without  standards,  for  example,  without 
workmen's  compensation,  with  a  subminimum  wage,  and  you  do  not 
have  the  suitable  employment  standards  and  so  forth  that  apply  other- 
wise, doesn't  that  really  interfere  with  the  possibility  that  those  jobs 
might  little  by  little  be  upgraded  ? 

You  have  proposed  upgrading  them  by  a  Federal  wage  standard 
here  in  your  testimony  earlier  and  now  you  are  going  to  interfere  with 


169 

the  market  pressures  that  allow  them  to  go  upward,  and  doesn't  that 
worry  you  so  far  as  defeating  your  purpose?  Your  purpose  ought  to 
be  that  people  working  fulltime  should  be  able  to  earn  enough  for  a 
decent  living. 

Secretary  Hodgson.  I  see  what  you  are  getting  at. 

Senator  Harris.  I  am  sure  glad  of  that.  [Laughter.] 

Secretary  Hodgson.  I  do  not  think  the  effect  of  what  you  are  talking 
about  would  significantly  affect  the  pull  and  tug  of  the  labor  market 
circumstance.  Certainly  that  has  not  been  the  effect  as  you  point  out 
of  having  a  minimum  wage  itself,  and  there  may  be  some  effect  of 
this,  but  I  do  not  think  it  is  significant. 

Senator  Harris.  Let  me  ask  you  this,  don't  you  worry  about — first 
of  all,  the  kind  of  jobs  we  are  talking  about  that  people  would  be 
required  to  take,  I  assume,  are  more  or  less  domestic  service,  and 
agricultural. 

Secretary  Hodgson.  Let's  take 

Senator  Harris.  Low  grade. 

Secretary  Hodgson.  Let's  take  a  look  at  the  WIN  program  now,  the 
kind  of  jobs  enrollees  have  been  asked  to  take  under  that  program. 

As  our  testimony  points  out,  they  average  $2.28  an  hour,  if  I  remem- 
ber our  testimony. 

Job  Retention  Rates  Under  Work  Incentive  Program 

Senator  Harris.  That  is  how  many  of  those  have  been  able  to  be 
placed,  how  many  have  stayed  on  the  job  ? 

Mr.  Lovell.  49,850  people  that  are  in  the  program  have  been  placed 
on  jobs. 

Senator  Harris.  And  how  many  people  under  these  kind  of  jobs 
like  WIN,  and  JOBS,  for  example,  particularly  JOBS,  how  many  of 
them  stay  on  after,  take  JOBS,  particularly,  after  the  subsidization  of 
the  training  by  private  employer  runs  out? 

Mr.  Lovell.  In  the  WIN  program  80  percent  of  the  people  remain 
over  6  months.  In  the  JOBS  program  it  is  about — — 

Senator  Harris.  It  is  6  months  after  the  training  phase? 

Mr.  Lovell.  Yes,  about  80  percent  remain.  In  the  JOBS  program 
about  50  percent  as  a  rule,  but  I  would  say  about  80  percent  of  those 
who  leave  go  to  other  jobs,  and  many  of  them  paying  higher  incomes. 

Senator  Harris.  Some  of  them  go  into  other — is  there  any  way  to 
figure  out  how  many  go  from  JOBS  to  WIN  to  something  else  or 
Neighborhood  Youth  Corps  to  JOBS  to  WIN  ? 

Mr.  Lovell.  Well,  generally,  very  few,  actually,  perhaps  one  of  the 
criticisms 

Senator  Harris.  I  mean  do  you  know  ? 

Mr.  Lovell.  Yes. 

Senator  Harris.  Do  you  ? 

Mr.  Lovell.  Yes. 

Characteristics  of  Recipients  Under  H.R.  1 

Senator  Harris.  Could  you  give  us  some  figures  on  the  characteris- 
tics of  this  particular  work  force  we  are  talking  about  in  this  bill,  do 
we  know  who  they  are,  what  kind  of — for  example,  do  we  know  what 
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percentage  is  rural  and  what  is  urban,  and  what  percent  have  been 
in  training  programs  in  the  past  and  so  forth,  is  there  a  way  to  provide 
those  kinds  of  figures  ? 

Mr.  Lovell.  On  the  WIN  program  or  the  estimated  group  in  H.R. 
1  ?  Which  are  you  talking  about  ? 

Senator  Harris.  In  H.R.  1. 

Mr.  Lovell.  Yes,  we  do  have  those  figures. 

Senator  Harris.  Have  you  given  those  to  the  committee  ? 

Secretary  Hodgson.  I  am  told  it  is  in  the  House  committee  report, 
Senator. 

Senator  Harris.  Senator  Ribicoff,  I  understand  from  a  staff  member 
of  his  here,  has  requested  you  give  those  figures  earlier,  I  suppose  I 
missed  that. 

Secretary  Hodgson.  Yes,  on  table  16,  page  232  of  the  House  commit- 
tee report  it  sets  forth  the  universe  breakout. 

Senator  Harris.  I  see.  What  percentage  is  rural,  for  example  ? 

Mr.  Rosow.  Not  in  standard  metropolitan  areas,  Senator  Harris, 
about  45  percent. 

Senator  Harris.  Nearly  half  of  them.  Where  will  those  people  be 
required  to  work,  I  mean,  what  kind  of  jobs  would  you  make  available 
to  those  people  ? 

Mr.  Lovell.  I  think  clearly  there  are  fewer  jobs  in  these  areas  than 
the  metropolitan  area. 

Senator  Harris.  It  is  tough  enough  to  find  jobs  for  this  group  of 
people  anywhere,  isn't  it? 

Mr.  Lovell.  The  effect  of  H.R.  1  on  rural  communities  will  be  very 
salutary  from  the  point  of  view  of  bringing  in  substantial  income  that 
does  not  exist  today. 

I  think  that  many,  many  jobs  will,  in  fact,  develop  because  of  the 
income  being  brought  into  these  rural  areas  as  a  result  of  this  program. 

I  think  from  a  short  term  point  of  view  realistically,  the  rural  indi- 
vidual is  not  going  to  be  exposed  to  the  variety  of  jobs  that  the  person 
located  in  the  urban  area  is. 

We  have  to  recognize  that.  We  talk  a  lot  about  the  success  of  train- 
ing, and  clearly  there  does  have  to  be  a  job  at  the  other  end  of  the  line, 
but  we  do  know  that  there  are  many  people  in  the  rural  areas  that  do 
not  have  basic  educations,  there  are  Spanish-speaking  people  that  can- 
not handle  English  and  obviously  they  are  under  a  tremendous  job 
handicap. 

Senator  Harris.  As  a  matter  of  fact,  this  entire  work  force  you  are 
talking  about  here,  the  skills  are  going  to  be  relatively  low,  education 
is  going  to  be  relatively  low,  wouldn't  you  think  ? 

Mr.  Lovell.  It  varies. 

Senator  Harris.  And  other  kinds  of  disadvantages. 

Mr.  Lovell.  Yes ;  it  varies. 

In  the  cities  the  educational  level  is  higher  than  it  is  in  the  rural 
areas,  but  I  think  that  between  the  training  opportunities  and  the 
additional  revenue  that  is  going  to  come  into  the  rural  areas  that  we 
will  be  able  to  move  forward  more  rapidly  in  the  rural  areas,  than  we 
already  have. 

I  think  it  would  be  completely  unrealistic  to  say  every^  poor  person 
in  the  rural  area  is  automatically  going  to  end  up  with  a  job. 
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I  do  say  this,  under  H.R.  1  every  job  in  a  rural  area  should  be  filled 
that  meets  the  standards  of  this  Act. 

Today  in  many  areas  there  are  unfilled  jobs. 

One  other  thing,  we  were  talking  earlier  about  some  of  the  deficien- 
cies of  the  employment  service  which  we  are  interested  in  correcting. 
I  think  there  are  deficiencies  too,  but  I  think  we  should  also  mention 
that  the  employment  service  is  not  mandated  to  be  the  major  supplier 
of  manpower  services  in  this  bill.  The  Federal  Government  has  to 
choose  the  agency  which  is  most  fitting,  and  certainly  it  will  be  used, 
but  the  main  responsibility  is  with  the  Secretary  of  Labor. 

Recently  the  President  signed  an  order  requiring  all  Orovernment 

contractors  to  list  their  j  obs  with  the  Employment  Service. 

'  This  could  double  the  number  of  jobs  available  and  indeed  make  a 

very  strong  case  for  the  work  test  that  is  established  under  H.R.  1 

because  there  are  going  to  be  a  lot  more  jobs  to  refer  people  to  than 

thTLaImp°loyment  service  today  has  about  17  percent  of  the  jobs  listed 

with  them,  and  we  would  expect  to  double  it. 

Senator  Harris.  And  they  are  generally  the  lower 

Mr.  Lovell.  Yes ;  that  is  right.  .    .  ,       , 

Now  with  all  contractors  being  required  to  list  their  jobs,  the  quality 

of  the  jobs  registered  with  the  employment  service  is  going  to  be  sub- 

St  Senator  bKs.  What  percentage  of  the  jobs  would  you  say  of  that 
work  force  that  it  would  be  eligible  for?  ...        .     ,    „M 

Mr  Lovell.  We  talked  about  the  fact  that  training  is  not  always 
feasible— you  cannot  always  train  a  person  into  a  job. 

Questionable  Value  of  Institutional  Training 

Senator  Harris.  I  just  wonder  if  you  ever  can.  We  have  got,  I  bet 
we  must  have  40,000  welders  in  the  State  of  Oklahoma.  - 

Mr.  Lovell.  I  have  always  been  skeptical  of  counseling  a  man  into 
a  job  or  training  him  into  a  job. 

Need  To  Provide  Jobs 

Senator  Harris.  Wouldn't  you  say  the  main  thing  is  the  job? 

Mr.  Lovell.  You  have  to  have  three  things,  Senator,  you  have  to 
have  a  job  of  some  character. 

Senator  Harris.  That  is  right, 

Mr.  Lovell.  Second,  you  have  to  have  a  person  who  either  wants  to 
work  in  it  or  feels  required  to  work  in  it,  and  we  all  need  a  little  bit 

of  both. 

Senator  Harris.  Most  people,  though,  want  to  work. 

Mr.  Lovell.  Well,  we  all  want  to  work  at  something,  whether  we 
want  to  work  at  what  is  available  is  the  question.  _ 

Senator  Harris.  Your  testimony  with  regard  to  WIN  is  tar  more 
people  wanted  to  Work. 

Mr.  Lovell.  I  think  almost  everybody  wants  to  work. 

Senator  Harris.  Right.  .      ■' 

Mr.  Lovell.  Now  some  of  the  problems  we  have  is  at  what  they  work 
in  and  we  were  discussing  some  of  these  extremes. 
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Third,  then  you  have  to  have  a  job,  you  have  to  have  willingness 
to  work  or  motivation  to  work,  and  then  you  have  to  bring  people  to- 
gether with  manpower  services ;  not  everybody,  but  some  people.  Some 
people  need  certain  kinds  of  training  or  certain  kinds  of  help  to  get 
into  it. 

So  your  training  in  manpower  functions  probably  can  be  effective, 
maybe,  in  20  or  30  percent  of  the  cases. 

In  the  other  cases,  it  is  a  question  of  the  exercising  of  the  job  test, 
and  making  sure  people  are  exposed  to  the  jobs  that  are  available, 
and  indeed  that  they  do  take  reasonable  jobs  in  the  community  that 
are  available  to  them. 

You  know,  so  often  we  pick  out  the  best  jobs  and  talk  about  them, 
and  we  pick  out  the  worst  jobs  and  talk  about  them,  but  in  the  majcritv 
of  instances,  and  we  found  this,  the  jobs  that  are  available  are  not  the 
$1.20's  and  are  not  the  $5  an  hour  jobs.  The  jobs  do  range  from  the 
$1.80  to  $3.85  range.  h 

Secretary  Hodgson.  There  is  something  else  about  the  rural  circum- 
stances, Senator.  I  think  probably  the  public  job  components  will  be 
more  meaningful  and  more  important  in  those  areas  than  anywhere 
else. 

Mr.  Lovell.  I  think  that  is  true. 

L  LCK  OF  KNOWLEDGE  OF  VALUE  OE  PrESEXT  MANPOWER  PROGRAMS 

Senator  Harris.  Mr.  Chairman,  I  just  want  to  say  I  do  not  think 
it  is  just  the  fault  of  this  administration  and  the  Department  of  Labor. 
I  think  it  is  the  fault  of  a  lot  of  us  in  the  past,  and  a  lot  of  adminis- 
trations of  that  Department,  that  these  manpower  programs  either  are 
not  working  or  no  one  knows  whether  they  are  working  or  not.  I  do 
not  think  anybody  right  now  can  tell  us  what  it  really  costs  to  put  a 
person  in  a  permanent  job  who  did  not  have  one  before  and  I  do  not 
think  you  can  tell  yet  under  this  bill. 

Furthermore,  I  do  not  think  anybody  knows  whether  or  not  any  of 
these  manpower  programs  are  any  good  insofar  as  what  they  deliver, 
and  how  many  of  them  have  actually  put  people  on  the  jobs  and  for 
how  long,  and  whether  or  not  we  are  getting  our  money's  worth 
through  subsidization  of  private  industry,  as  to  what  they  do  m  return. 

Requiring  Acceptance  of  Employment  Paying  Less  than 

Minimum  Wage 

I  think  this  bill  is  fatally  defective  in  setting  up  a  captive  labor 
market  at  substandard  wages  and  therefore  it  is  going  to  pressure 
for  a  greater  number  rather  than  a  smaller  number  of  welfare  recipi- 
ents by  freezing  a  lot  of  substandard  and  subpay  jobs  into  existence 
in  our  society,  and  I  think  pressuring  for  a  greater  number  of  those 
kind  of  jobs. 

I  disagree  with  Mr.  Rosow  that  you  are  going  to  export  domestic 
service  and  agricultural  and  low-grade  and  high  turnover  jobs  if  you 
require  employers  to  pay  standard  and  decent  levels  of  pay. 

I  do  not  believe  they  will  go  off  somewhere  else,  and  I  think  that 
we  are  just  defeating  our  purpose  if  we  set  up  this  kind  of  captive 
labor  market,  and  don't  allow  the  free  enterprise  pressure  to  work. 
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Furthermore,  I  cannot  understand  why  we  have  set  up  dual  sys- 
tems or  dual  conditions  of  employment,  For  example,  you  have  in 
private  employment— I  mean  in  public  service  employment— set  up 
here  minimum  wages  and  other  kinds  of  standards,  suitability  require- 
ments for  public  service  jobs,  but  in  the  private  sector  you  would  not 
make  those  kinds  of  requirements,  and  it  seems  to  me  that  is  a  very 
poor  thing  to  do  particularly  when  there  is  a  subsidization  of  the 
training. 

Those  are  very  serious  problems,  it  looks  like  to  me,  and  I  am  glad 
to  see  we  are  going  to  move  into  public  service  employment  much  more 
strongly. 

I  think  that  has  been  indicated  for  a  long  time,  and  I  hope  that 
we  are  going  to  pass  both  the  public  service  jobs  in  this  bill,  and  those 
in  the  Emergency  Employment  Act,  and  that  we  will  recognize  with 
this  enormous  increase  in  the  budget  of  that  department,  the  new 
departure  that  we  have  here  and  see  if  we  cannot  try  to  make  heads 
or  tails  out  of  these  programs  and  not  just  add  some  more  on  them. 

Secretary  Hodgsox.  Well,  we  are  certainly  in  agreement  that  we 
ought  to  do  all  we  can  to,  as  you  say,  make  heads  or  tails  out  of  our 
program. 

We  know  we  have  some  programs  that  are  better  than  others  and 
we  have  better  information  on  some  programs  than  on  others.  We  con- 
stantly work  to  improve  both  our  programs  and  our  information 
systems.  I  can  only  say  this,  manpower  programs  in  this  country  are 
a  relatively  new  thing,  but  they  have  produced  some  measurable  gains 
in  our  judgment. 

I  would  just  like  to  say  with  regard  to  your  concern  about  the  wage 
level,  Senator,  we  are  required  under  this  legislation,  as  you  know,  to 
pay  the  prevailing  rate  or  to  refer  at  the  prevailing  rate.  The  $1.20 
just  happens  to  be  the  floor,  but  the  prevailing  rate  is  the  one  that  is 
controlling. 

Senator  Harris.  I  might  just  say,  I  do  not  know  whether  you  know 
this  or  not,  but  that  75  percent  of  the  minimum  wage  in  my  office,  not 
by  me,  by  Pat  Moynihan,  and  Jack  Veneman  came  to  see  me  last  year 
after  I  had  opposed  in  this  committee  this  bill  as  I  do  now.  I  am  op- 
posed to  the  bill  in  the  present  form,  and  I  think  it  is  regrettable  it  is 
not  reformed,  but  anyway,  Pat  Moynihan  said,  "I  do  not  think  there 
are  any  principles  involved  here,  but  just  methods,"  and  I  said  there 
were,  and  he  said  "Name  one,"  and  I  said,  "This  business  of  minimum 
wage.  I  do  not  think  this  is  a  labor  union  issue  but  goes  to  the  heart  of 
your  bill  and  whether  you  want  people  to  go  out  and  work  by  their 
own  efforts."  He  said,  "I  can  see  that."  He  said,  "Jack,  can't  we  agree 
to  set  the  minimum  wage  in  that  position?"  and  Veneman  said,  "No, 
we  cannot,  the  administration  is  opposed  to  that  one." 

Moynihan  said,  "How  about  going  75  percent  of  the  minimum  ?"  and 
Veneman  said  he  thought  that  might  be  worked  out,  and  eventually 
about  a  week  or  so  later  that  was  presented  by  Secretary  Richardson 
in  his  presentation  before  "Common  Cause." 

Well,  I  just  hope  that  as  you  study  along  with  this  thing  you  will 
gain  the  same  sudden  realization  that  Pat  Moynihan  did  that  these 
are  basic  kinds  of  principles  and  the  trouble  with  the  system  now  is 
that  we  have  really  not  tried  to  make  any  fundamental  changes  and  I 
hope  we  will. 
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If  we  are  going  to  really  change  it,  let's  do  change  it  and  not  add  to 
the  system  which  has  brought  us  to  such  a  sad  point. 

Mr.  Lovell.  A  rather  revealing  explanation. 

Senator  Harris.  That  is  actually  how  that  occurred. 

The  Chairman.  Are  you  through.  Senator  ? 

Mr.  Secretary,  I  want  to  ask  you  a  few  questions,  I  may  have  to  miss 
the  next  roll  call  vote  to  do  it.  I  think  we  might  keep  you  through  the 
noon  hour  if  need  be  and  finish  your  presentation  on  this  bill. 

Let  me  commence  by  saying  I  think  you  have  been  a  magnificent 
witness  for  your  part  of  the  bill. 

I  am  not  saying  I  agree  with  it,  I  just  say  I  think  you  have  done  a 
magnificent  job  in  testifying  for  it. 

You  have  been  forthright  and  I  do  not  think  you  have  given  any 
answers  that  are  deceitful. 

You  have  given  us  the  best  information  you  could,  and  I  think 
that  you  are  doing  the  best  you  can.  We  have  an  old  expression  down 
my  way,  of  course.  It  says  sometime  I  am  doing  the  best  I  can  and  that 
is  all  a  mule  can  do. 

Now  that  come  from  an  expression  where  somebody  is  beating  on 
the  poor  old  mule  to  try  to  pull  the  wagon  uphill  and  the  poor  old 
mule  is  not  moving  and  cannot  pull  the  wagon,  and  beating  him  any 
further  won't  move  the  wagon  any  further. 

The  best  thing  to  do  is  put  a  brick  under  it,  and  maybe  if  you  took 
two  trips  instead  of  one  you  will  get  there. 

Mr.  Lovell.  We  do  get  a  sensation  of  being  pulled  in  a  couple  of 
directions  at  the  same  time,  Mr.  Chairman. 

NONCONTROVERSIAL   PROVISIONS   OF   H.R.    1 

The  Chairman.  As  you  can  see,  you  are  confronted  with  some  of 
the  same  difficulties  that  confronted  this  bill  last  year,  and  I  am  not 
talking  about  the  good  part  of  this  bill  that  should  have  become  law 
last  year.  That  was  passed  by  the  Senate  by  a  unanimous  vote.  I  am 
talking  about  a  controversial  part  that  kept  any  of  it  from  becoming 
law.  I  would  like  to  start  off  by  asking  if  it  was  not  unfortunate  that, 
having  passed  a  bill  that  had  a  great  number  of  things  in  it  that  your 
Department  favored  and  that  you  favored,  some  of  which  went  beyond 
what  you  were  recommending  in  the  same  direction,  by  the  way,  pro- 
visions that  would  have  made  it  possible  for  the  aged  and  the  disabled 
and  a  great  number  of  people  in  this  country  to  do  just  a  lot  better, 
to  then  watch  it  go  down  the  drain  because  we  could  not  come  into 
agreement  with  regard  to  the  controversial  phases  of  the  bill  about 
which  we  have  been  talking  today  for  the  most  part. 

Secretary  Hodgson.  Do  you  think  it  is  necessary  to  make  that 
choice? 

The  Chairman.  All  I  am  saying  is  wasn't  it  unfortunate  last  year 
we  lost  all  those  important  provisions?  I,  for  one,  want  to  do  better 
by  the  aged.  I  would  like  to  assure  the  single  person  aged,  no  other 
income,  $150  a  month,  that  is  what  I  would  like  to  do.  The  committee 
would  not  go  that  far  but  they  went  most  of  that  distance  with  me. 
We  have  to  lose  things  like  that,  many  good  things  in  the  bill  because 
we  couldn't  get  the  two  Houses  to  agree  on  the  family  assistance  plan. 
I  would  like  to  ask  you  if  you  agree  with  me  if  it  was  unfortunate 
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we  had  to  lose  those  provisions  for  a  year  because  we  could  not  resolve 
the  impasse  on  this  item. 

Secretary  Hodgson.  Well,  I  hate  to  see  anything  that  is  worthwhile 
lost  by  being  held  hostage  by  something  else  if  that  is  what  you  have 
in  mind.  I  do  think  that  this  particular  bill  attempts  to  involve  or 
cover  an  enormous  universe  of  conditions  and  needs,  and  I  can  under- 
stand how  it  would  take  time  to  thrash  out  and  evaluate  and  even- 
tually balance  all  of  the  conditions  that  have  to  go  into  it.  While  I 
think  that  it  is  unfortunate  we  were  not  able  to  get  a  bill  of  this  kind 
last  year,  I  think  we  have  got  a  much  better  one  this  year. 

I  think  we  have  got  the  kind  of  a  bill  that  deserves  now  some  final 
attention  and  shaking  down  but  is  one  that  does  not  have  the  same 
range  of  difficulties  that  it  presented  this  committee  last  year  and  I, 
too.  nope  the  committee  will  look  at  it  that  way. 

The  Chairman.  It  is  not  new  to  me,  Mr.  Secretary^  to  see  us  lose  a 
good  bill  because  we  cannot  agree  on  some  aspect  of  it.  I  was  one  of 
the  conferees  when  medicare  died  in  conference  between  the  Senate 
and  the  House.  That  was  one  of  those  occasions  where  the  adminis- 
tration preferred  it  to  be  that  way,  they  wanted  to  take  the  issue  to 
the  public,  at  least  the  President  did.  We  had  a  very  good  social  se- 
curity bill,  and  a  lot  of  good  things  in  it  that  had  to  go  down  the  dram 
because  the  two  Houses  were  adamant  and  the  Congress  finally  just 
adjourned  and  went  home  with  the  medicare  controversy  between  the 
Senate  and  the  House.  That  was  the  year  when  medicare  was  in  our 
bill,  and  it  was  not  in  the  House  bill. 

At  that  time  it  worked  out  the  other  way  around.  We  were  fighting 
for  something  that  the  Senate  voted.  I  had  not  been  one  voting  for  it, 
but  it  was  there  and  that  is  what  the  Senate  wanted  to  do  and  the 
House  would  not  yield,  so  I  know  how  these  big  breakthroughs  tend 
to  hold  up  other  things.  I  also  recall  your  unemployment  compensa- 
tion bill  had  to  wait  4  years  for  the  same  reason. 

I  know  how  it  happens  although  I  think  it  is  somewhat  unfor- 
tunate. 

It  looks  to  me  like  ignorance  is  the  most  surplus  thing  in  America 
and  misunderstanding"  runs  a  close  second.  After  that  pollution  is 
developing  to  take  third  place. 

I  do  not  want  to  misunderstand  you  and  I  do  not  think  I  have  and  I 
do  not  think  that  you  have  misunderstood  me.  I  believe  we  have  both 
tried  to  work  together  for  what  we  think  would  be  in  the  national 
interest.  Personally  I  am  going  to  continue  to  work  that  way  so  far  as 
I  am  concerned,  Mr.  Secretary. 

I  am  not  going  to  be  beating  you  over  the  head  and  trying  to  accuse 
you  of  a  lot  of  mischief,  and  I'know  you  are  doing  what  you  can  to 
improve  the  conditions  of  the  people  or  this  country,  and  particularly 
the  working  classes  and  the  poor,  and  this  is  as  the  Good  Lord  gives 
you  light  to  see  it  and  that  is  what  I  am  trying  to  do. 

I  have  been  described  as  a  great  arch-conservative  by  some.  When 
I  first  came  here  I  advocated  welfare  amendments  and  was  regarded 
as  one  of  the  flaming  liberals,  but  there  are  certain  things  fundamen- 
tal to  me.  With  regard  to  this  bill,  it  is  not  the  cost  that  bothers  me, 
but  whether  this  thing  will  work.  I  have  my  doubts  that  the  contro- 
versial sections  in  this  are  going  to  woi  k. 
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Keasons  for  Failure  of  Work  Incentive  Program 

Now,  I  think  in  fairness  to  you  I  ought  to  just  tell  you  one  thing 
that  bothers  me  about  the  way  we  are  doing  business  under  the  WIN 
program  and  the  way  this  bill  proposes  to  handle  this  OFP  program. 

When  we  initiated  the  WIN  program  in  this  committee,  I  think  I 
was  the  one  who  initiated  it,  my  thought  was  if  we  would  subsidize 
someone  going  to  work  that  that  would  be  a  better  answer  than  to 
have  them  on  welfare.  The  WIN  program  got  shot  down  about  the 
same  as  this  bill  did,  first  from  the  left  and  then  from  the  right  or  vice 
versa. 

Senator  Williams  did  not  want  to  apply  the  work  incentive  pro- 
gram to  private  enterprise  jobs.  He  was  afraid  he  was  going  to  sub- 
sidize some  fellow  for  hiring  a  chauffeur  in  his  automobile  which, 
from  hindsight,  might  be  better  than  having  to  pay  the  entire  wage 
for  him  being  on  welfare. 

And  then  our  labor  friends  were  very  upset,  and  I  am  speaking 
about  the  AFL-CIO  and  the  other  well-regarded  labor  organizations, 
that  we  were  going  to  ask  someone  to  go  to  work  in  a  job  that  he  did 
not  want  to  take  and,  as  you  know,  that  is  completely  contrary  to  the 
general  theory  of  organized  labor. 

They  do  not  think  a  man  ought  to  be  required  to  take  any  job  he 
does  not  want  to  take.  It  is  sort  of  basically  their  view  that  work 
should  be  voluntary. 

If  you  can  persuade  someone  to  go  to  work,  that  is  fine,  but  if  he 
does  not  want  to  take  the  job  he  should  not  be  required  to  take  it. 
I  gained  the  impression  that  organized  labor  asked  the  Secretary  of 
Labor  at  that  time,  one  of  your  Democratic  predecessors,  to  send  his 
people  in  here  and  say,  "If  you  are  going  to  have  a  program  like  this, 
we  ought  to  administer  it."  I  gained  the  impression  that  one  reason 
they  wanted  it  that  way  at  the  time  was  to  get  it  in  their  shop  where 
the  people  over  there  were  friendly  to  them,  and  that  nothing  was 
going  to  happen  in  the  way  of  having  somebody  go  to  work  on  a  job 
he  did  not  want  to  take.  Therefore,  I  have  been  inclined  to  suspect 
one  reason  the  program  has  not  been  the  success  that  I  hoped  for  it 
was  that  the  desire  of  the  Labor  Department  to  have  it  in  the  first 
instance  was  stirred  by  those  who  did  not  want  us  to  press  a  person 
into  a  job  he  did  not  want  to  take. 

Do  you  find  any  basis  to  support  that  suspicion  ? 

Secretary  Hodgson.  Well,  I  think  the  problem  is  that  the  Labor 
Department  really  does  not  have  it.  We  really  do  not  have  control 
over  the  very  feature  that  you  mentioned,  that  is  whether  a  person 
can  get  away  from  not  taking  a  job.  But  the  fascinating  thing  to  me 
is  the  extent  of  the  difference  beween  the  WIN  program  and  what  is 
proposed  in  H.K.  1.  A  difference  in  control,  one  place,  not  a  bunch  of 
States,  each  of  which  can  muddy  the  thing  as  they  want  to ;  standards, 
one  nationwide  standard,  not  48  or  50  standards  around  the  country  ; 
penalties,  certain  work  test  conditions,  and  if  they  are  not  met,  $800 
lopped  off. 

Opportunities,  new  opportunities  through  the  public  employment 
jobs  program  that  does  not  now  exist.  Now,  we  either  have  to  try  to 
find  a  traditional  job  for  a  WIN  enrollee  or  they  sit  around  and  wait 
for  one  to  open  up. 
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Impedances  to  enrollment  in  the  program.  There  is  more  money 
going  to  be  available  for  the  OFP  program.  There  is  going  to  be  child 
care  available  that  will  eliminate  some  of  the  problems  of  enrolling 
in  WIN. 

Finally,  capability.  We  have  improved  with  experience,  we  have 
learned  from  the  lessons  of  the  past  couple  of  years,  and  we  have  ex- 
amined what  has  caused  some  of  the  problems. 

But  let's  not  stop  and  make  it  look  like  the  whole  WIN  program 
has  been  a  failure.  Actually,  49,850  out  of  285,000  enrolled  have  been 
placed  in  jobs.  And,  of  all  the  manpower  programs,  WIN  has  prob- 
ably the  best  retention-in-jobs  record. 

The  fact  that  80  percent  of  all  those  placed  stay  on  the  jobs  at  least 
6  months  is  a  higher  retention  rate  than  exists  in  private  industry  in 
normal  hiring.  That  is  pretty  darned  good.  It  shows  that  these  people 
if  they  do  get  training  and  get  on  jobs,  really  want  to  get  out  of 
the  world  of  welfare,  and  are  apt  to  stick  with  it.  It  is  a  very  encour- 
aging sign. 

In  fact,  it  is  the  most  encouraging  sign  about  the  program  to  me. 

Finally,  I  think  that  the  cost  per  placement  has  been  sufficiently 
modest  to  give  us  some  hope  from  an  efficiency  standpoint. 

So  I  think  we  have  something  to  build  on.  We  have  some  glaring 
deficiencies  that  can  be  removed  because  they  have  been  identified.  As 
I  see  it,  the  OFP  programs  as  it  has  been  set  forth  in  H.K.  1,  really 
comes  to  grips  with  those  deficiencies. 

PrBLic  Service  Employment  Under  Work  Incentive  Program 

The  Chairman.  We  provided  at  that  time  any  public  body  could 
get  80  percent  Federal  matching  so  it  only  costs  them  20  cents  on  the 
dollar  to  put  a  person  in  a  job  as  a  result  of  this  work  inventive  pro- 
gram, and  they  could  put  up  their  20  percent  in  kind,  so  that  if  you 
needed  to  have  some  work  done — I  see  you  shake  your  head. 

Mr.  Lovell.  No,  sir ;  an  individual  has  to  receive  at  least  20  percent 
more  in  wages  than  he  got  in  welfare  benefits,  so  very  often,  the  public 
agency  would  have  to  put  up  more  than  20  percent.  If  the  welfare 
payment  of  that  State  was  less  than  80  percent  of  the  prevailing  wage, 
the  local  body  might  have  to  put  up  25  or  30  percent  in  cash. 

Secretary  Hodgson.  That  is  what  I  mean. 

The  Chairman.  In  cash  ? 

Mr.  Lovell.  In  money  wages. 

Secretary  Hodgson.  This  has  been  a  real  impedance  in  matching 
money. 

The  Chairman.  My  intention  was  that  they  could  put  up  20  cents 
on  the  dollar  and  the  20  cents  they  could  put  up  in  kind,  so  if  they 
had — you  are  shaking  your  head.  Well,  I  had  intended  that  we  make 
it  that  way.  I  know  that  was  initially  what  I  was  hoping  to  do. 

Secretary  Hodgson.  It  sounds  like  a  pretty  good  buy,  20  cents  on  the 
dollar,  and  you  would  think  more  States  would  take  advantage  of  it 
but  more  States  have  not  taken  advantage  of  it. 

The  States  are  so  hard  up  recently. 

The  Chairman.  We  are  trying  to  make  that  a  hundred  percent  of 
the  matching  money,  are  we  not  ? 

Secretary  Hodgson.  Yes. 
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The  Chairman.  Back  at  the  time  we  were  initiating  this  they  were 
scared  to  death  we  were  going  to  bankrupt  the  Government  having 
all  the  people  take  advantage  of  it.  At  least  for  those  who  are  fearful 
what  that  might  achieve  I  guess  we  are  able  to  show  them  it  is  not 
bankrupting  the  Government  by  all  the  people  being  put  to  work  in 
matching  this. 

I  think  we  can  be  fairly  safe  in  saying  we  ought  to  try  it  a  hundred 
percent  rather  than  80  percent.  You  support  that  now,  don't  you  ? 

Secretary  Hodgson.  Exactly. 

The  Chairman.  I  favor  that. 

Implementation  of  Auerbach  Recommendations 

There  has  been  some  work  done  by  the  Auerbach  Corp.  which  was 
employed  by  the  Labor  Department  to  suggest  some,  how  this  pro- 
gram could  have  been  handled  more  effectively ;  why  have  not  those 
Auerbach  recommendations  been  put  into  effect  generally  ? 

Mr.  Lovell.  They  have,  sir. 

When  I  say  they  have,  we  have  addressed  ourselves  to  most  of  the 
questions  that  Auerbach  raised. 

Now,  obviously  the  program  is  certainly  not  perfect,  but  we  have 
done  a  number  of  things  that  they  have  advocated.  We  have  taken  a 
look  at  their  recommendation  in  terms  of  our  own  organization,  ad- 
vocating strengthening  of  our  WIN  people.  We  are  moving  in  that 
direction.  We  are  strengthening  both  the  national,  regional,  and  local 
levels,  and  the  relationship  between  HEW  and  the  Department  of 
Labor. 

The  point  out,  and  we  have  been  very  concerned,  too,  that  the  20- 
percent  matching  on  manpower  programs  has  been  a  very,  very  serious 
obstacle. 

The  Chairman.  Right. 

Mr.  Lovell.  And  that  can  be  matched  in  kind,  manpower  services 
can  be  matched  in  kind.  We  and  HEW  were  working  with  sponsors  to 
find  ways  of  finding  in  kind  contributions  that  can  be  made. 

The  Chairman.  Would  you  be  willing  to  take  a  look,  and  I  will  make 
available  to  you,  the  staff  criticism  of  that  program*  as  pointed  out  in 
the  staff  analysis,  those  recommendations  and  provide  us  with  some- 
thing Ave  can  put  in  the  record  ? 

Mr.  Lovell.  Yes. 

The  Chairman.  To  spell  out  in  greater  detail  how.  what  these  Auer- 
bach recommendations  were,  and  the  extent  to  which  you  found  them 
either  desirable  or  not  desirable  to  put  them  in  operation. 

Mr.  Lovell.  Yes,  sir ;  we  will  do  that.** 

In  all  candor,  to  say  we  are  running  this  program  perfectly  would 
be  ridiculous,  we  do  not  run  any  program  perfectly.  But  we  did  hire 
Auerbach.  We  think  their  comments  were  responsive  and  helpful,  and 
we  are  trying  to  the  best  of  our  ability  to  put  them  in  effect.  Some  of 
the  Auerbach  recommendations  do  require  new  legislation,  and,  of 
course,  all  of  those  recommendations  I  believe  are  included  under  the 
bill  that  you  are  considering  now. 

The  Chairman.  Right. 


'■&■' 


'See  app.  B,  pp.  344-35.7. 
**See  app.  B,  pp.  411-416. 


179 

Subsidizing  Low-Wage  Employment 

Now,  I  believe  that,  I  know  there  are  a  lot  of  us,  quite  a  few  of  us 
on  the  committee,  whether  it  is  a  majority  or  not  I  do  not  know,  we 
will  find  out  when  we  get  around  to  voting,  who  think  that  it  is  better 
to  encourage  a  person  to  take  a  relatively  low  paying  job  and  then  for 
us  to  subsidize  whatever  he  can  earn  at  that  job,  than  it  is  to  have  him 
idle,  and  you  generally  share  that  philosophy,  don't  you  ? 

Secretary  Hodgson.  Not  to  have  him  idle — that  is  the  basis  of  the 
bill  as  we  see  it.  We  very  definitely  share  that  philosophy.  We  supple- 
ment low  wages  under  the  working  poor  provision  of  H.R.  1. 

The  Chairman.  Well,  that  is  the  way  it  looks  to  me,  Mr.  Secretary. 

Implementing  a  Work  Ethic 

I  find  myself  thinking  sometime  maybe  it  would  help  matters  some 
if  we  could  get  some  of  our  well-regarded  people  in  America  who,  mak- 
ing some  of  the  best  salaries,  to  get  out  and — do  what  some  other 
countries  do,  even  some  of  the  Communist  countries,  make  a  show  of 
it  on  some  of  their  holidays — do  menial  labor,  show  we  do  not  think 
it  is  degrading. 

When  I  go  out  and  take  a  little  exercise,  I  pick  up  trash  just  because 
it  makes  the  place  look  better.  It  might  be  good  to  let  people  know  that 
it  is  not  demeaning  at  all  to  clean  the  place  up — everybody  ought  to 
do  it.  That  is  work  that  somebody  has  to  do  and  it  has  dignity  to  it. 
Everybody  is  better  off  because  of  it.  Most  people  do  not  start  at  the 
top  anyhow,  you  are  supposed  to  do  something  to  justify  getting  up 
there. 

You  are  planning  to  implement  that  sort  of  work  ethic,  I  take  it? 

Secretary  Hodgson.  One  of  the  things  this  program  does  it  seems 
to  me  is  to  preserve  the  work  ethic  which  has  really  made  this  coun- 
try what  I  think  it  is. 

The  Chairman.  I  know  it  is  not  regarded  as  being  a  good  job  for  a 
person  to  shine  shoes,  but  one  man  who  works  hard  for  his  money, 
pointed  it  out  to  me  this  way,  "Well,  my  barber  can't  hire  anybody  to 
shine  shoes.  He  is  willing  to  provide  the  man  with  all  the  materials 
and  space." 

Anything  the  fellow  can  make  shining  shoes  he  can  keep.  The  barber 
would  just  like  to  have  the  service  available  for  his  customers  to  help 
bring  some  business  in  so  he  can  cut  their  hair  for  them.  Is  that  an 
unusual  situation  in  America  today  ? 

Secretary  Hodgson.  Probably  it  is  not  only  not  unusual  in  America, 
it  is  not  unusual  in  the  world.  I  just  talked  to  a  public  official  from  an- 
other jurisdiction  who  was  telling  me  about  an  experience  they  had. 
They  had  a  complaint  from  a  young  man  who  said  that  he  had  had  an 
application  to  be  foreman  for  a  street  and  park  maintenance  job  reg- 
istered with  the  Government  headquarters  for  about  6  months  and  he 
had  heard  nothing  from  them,  and  wanted  to  know  what  the  prob- 
lem was.  He  advised  me  that  they  checked  and  found  they  had  218  ap- 
plications for  this  job  on  the  job  level  of  a  foreman  but  they  had  only 
five  applications  for  jobs  to  do  anything.  So  that  there  is  a  bit  of  a 
problem  these  days  getting  people  to  accept  certain  kinds  of  jobs. 
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I  think  this  is  probably  going  to  be  resolved  in  two  ways.  One,  a  lot 
of  these  jobs  are  disappearing,  they  are  being  done  through  mechani- 
cal means  and  other  things  and  that  is  the  way  most  of  them  have  dis- 
appeared in  the  past  20  years  or  so.  In  addition,  I  think  that  there  is 
a  resurgence  of  interest  in  manual  work  and  work  that  has  dignity, 
that  flows  through  being  able  to  really  do  something  and  do  it  well. 
A  lot  of  that  kind  of  work  is  done  with  one's  hands  in  this  country. 
There  is  a  shortage  of  skilled  labor  and  there  has  been  for  some  time.  I 
recognize  we  are  probably  going  to  have  to  build  up  our  technical 
training  schools,  our  vocational  education  programs  and  give  this  kind 
of  work  not  only  training  and  financial  reward  but  a  little  bit  more 
public  dignity  than  we  have  in  the  past. 

The  Chairman.  Well,  let  me  just  follow  through  with  this  shoeshine 
story.  Now  this  man  says  to  me,  "When  I  go  in  that  shoeshine  parlor, 
I  paid  for  the  shoeshine,  but  I  did  not  get  the  shoeshine.  I  paid  my  tax 
money  for  that  shoeshine  man  to  stay  home." 

Now,  he  is  being  supported  all  right,  but  he  is  being  supported  on 
money  that  otherwise  he  would  have  gotten  for  the  shoeshine.  Since  I 
had  paid  for  the  shoeshine,  I  might  as  well  have  had  the  benefit  of  it. 
The  President  certainly  made  it  clear — he  was  held  up  to  scorn  him- 
self for  saying  at  Williamsburg  that  he  does  not  think  just  ordinary 
simple  work  like  scrubbing  the  floor  is  too  good  to  do,  he  has  done  it 
himself  and  he  has  done  a  lot  of  things  of  that  sort,  and  he  does  not  see 
why  other  people  should  be  above  that.  Most  people  have  been  brought 
up,  at  least  in  my  generation,  to  feel  you  ought  to  take  any  job  available 
to  you  than  to  do  without. 

Mind  you,  I  was  enthusiastically  for  the  WIN  program.  Some  of 
the  same  philosophy  is  involved  here  in  the  OFP  program.  It  has  this 
thought  to  it,  that  Senator  Harris  finds  objectionable,  and  others,  that 
after  you  put  the  person  on  welfare  you  are  trying  to  make  him  go  to 
work. 

I  know  I  read  the  article  in  the  Wall  Street  Journal  the  other  day 
discussing  the  experience  under  this  program,  some  people  like  to  call 
it  the  WIP  program,  the  work  incentive  program,  WIP,  it  is  a  whip 
to  make  people  go  to  work  in  menial  jobs,  slave  labor  or  some  such 
thing  as  that,  that  would  be  a  more  appropriate  name. 

Now  we  can  overcome  that  idea  that  we  are  trying  to  force  somebody 
to  go  to  work  if  we  just  simply  said  to  them,  "Well,  you  are  not 
eligible  for  the  welfare  to  begin  with.  There  is  a  job,  take  it.  If  you 
do  not  want  the  job,  that  is  all  right,  you  can  find  something  else  to 
do." 

If  you  approach  it  that  way,  that  you  are  not  eligible  for  welfare 
because  we  have  some  jobs  to  be  done,  and  only  when  they  run  out  of 
jobs  which  we  would  be  willing  to  subsidize  to  bring  them  up  to  some 
standards  of  living  that  we  thought  was  acceptable  or  that  the  person 
could  live  in  with  some  degree  of  dignity,  would  we  put  somebody 
on  welfare. 

Have  you  given  much  thought  to  the  idea  of  approaching  it  from 
that  direction,  to  say  there.  "You  are  not  eligible  for  welfare  so  long 
as  there  are  jobs  available." 

Right  here  in  the  Washington  area,  we  can  find  a  whole  host  of 
jobs  available  especially  if  we  are  willing  to  add  something  to  what 
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the  job  pays,  and  half  the  time  the  argument  that  the  job  does  not 
have  sufficient  meaning  to  it  is  really  that  the  job  does  not  pay 

enough. 

Subsidizing  Low-Income  Work 

Have  you  thought  about  it  from  that  point  of  view  that  maybe  we 
ought  to*  just  approach  it  on  the  basis  that,  "You  are  just  not  eligible 
for  the  welfare  because  there  is  a  whole  bunch  of  jobs  around  here. 
Just  take  your  choice,  anyone  you  want,  take  it,  and  we  will  add  some- 
thing to  it,  to  bring  your  income  up  to  something  that  we  think  you 
can  get  by  on."  . 

Secretary  Hodgson.  Well,  in  effect,  that  is  the  direction  m  which 
H.R.  1  heads,  only  it  does  not  do  it  as  a  prior  condition. 

I  do  not  know  if  I  understand  fully,  if  you  are  really  talking  about 
work  relief ;  the  concept  that  you  do  not  get  any  welfare  unless  you 
work. 

The  Chairman.  If  there  are  jobs  available. 

Secretary  Hodgson.  It  is  a  pretty  attractive  concept  in  many  ways. 
It  might  serve  as  a  disincentive  to  go  on  the  rolls  for  those  that  do  not 
deserve  to  go  on.  Of  course,  it  is  also  attractive  from  the  standpoint 
of  those  who  object,  as  most  of  us  do,  to  the  something- for-nothing 
connotation  some  of  the  welfare  people  are  charged  with  being  guilty 
of. 

But  it  does  have,  it  seems  to  us,  a  lot  of  problems  that  would  have  to 
be  considered  pretty  seriously.  We  have  a  wage  system  in  this  coun- 
try, a  wage  system  of  equal  pay  for  equal  work.  We  also  have  a  wel- 
fare system  that  is  a  family  supportive  system  and  that  system  is 
based  on  the  amount  the  family  needs,  not  upon  the  pay  for  work. 
What  work  relief  in  the  welfare  system  will  do  to  the  wage  system 
is  something  which  has  to  be  examined. 

The  Chairman.  I  think  we  can  find  a  way  to  get  around  that,  Mr. 
Secretary. 

Secretary  Hodgson.  That  may  be.  But  that  is  just  one  factor.  The 
labor  market  situation  is  another;  whether  these  are  productive  jobs, 
producing  anything  for  the  country  or  whether  if  they  are  just  man- 
ufactured jobs;  whether  they  will  create  a  straw  boss  bureaucracy; 
whether  they  will  really  result  in  immobility  of  labor  to  the  detriment 
of  national  productivity.  Also  the  work  ethic  itself ;  whether  it  would 
be  a  disincentive  to  have  work  relief  prevail.  Then  there  are  a  lot  of 
administrative  problems,  such  as  how  do  you  make  sure  these  people 
stay  productive,  how  do  you  make  sure  they  have  the  personal  conduct 
needed  on  the  job,  and  job  discipline.  Because  so  many  things  are 
involved  in  a  program  like  this,  I  think  anything  you  do  on  this  ought 
to  be  done  on  an  experimental  basis. 

The  Chairman.  Let  me  just  show  you  one  way  we  could  consider 
starting  this.  For  a  family  of  four,  you  start  paying  taxes  at  the  point 
that  you  make  $4,000,  that  is  about  how  it  works  out,  roughly,  that 
might  not  be  precise  but  it  is  not  too  far  off  on  it. 

All  right,  you  are  only  making  $2,000  a  year,  and  if  we  then  said. 
"Ml  right,  we  will  make  up"— that  is  $2,00*0  difference,  we  said,  "All 
right,  we  will  make  up  that  half,  the  difference  that  brings  the  fam- 
ily up  to  $3,000  level  from  a  $2,000  level.  If  the  job  is  one  that  actually 
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pays  the  $2,000,  the  man  is  paid  by  the  employer  and  then  if  we  pro- 
ceed to  pay  an  income  supplement  to  that  family  of  four  to  increase 
their  amount  to  $3,000  we  will  raise  it  up  $1,000,  we  are  paying  some- 
body to  work  rather  than  not  working,  that  is  one  way  it  could  be 
approached. 

Secretary  Hodgson.  But,  as  I  say,  it  might  raise  problems  in  an 
industrial  wage  system  where  industry  is  paid  equal  pay  for  equal 
work. 

You  would  have  two  people  working  side  by  side  and  one  has  a 
family  of  eight  and  one  is  a  single  man;  they  are  doing  the  same 
work  but  there  is  a  wide  difference  in  pay.  How  this  will  actually  go 
over  with  the  workers,  whether  industry  will  accept  this,  what  the  re- 
action of  organized  groups  will  be,  I  think  there  are  so  many  aspects 
that  that  will  have  to  be  approached  on  an  experimental  basis. 

The  Chairman.  If  we  look  into  it  and  explore  it,  I  think  we  will 
find  the  precedents  on  a  different  basis,  not  on  low-paid  jobs 
but  well-paid  jobs  right  there  in  Louisiana.  The  AFL-CIO  are  re- 
sponsible for  it  being  there,  they  kept  coming  to  the  State  legislature 
demanding  pay  raises.  There  is  a  minimum  pay  for  their  firemen  and 
policemen  which  the  State  legislature  kept  voting  through  without 
providing  the  money  for  it  and  just  about  to  bankrupt  the  cities  to 
the  extent  where  they  finally  worked  out  a  system  where  the  legisla- 
ture voted  this  minimum  pay  for  the  firemen,  then  it  would  vote  an 
appropriation  at  the  same  time,  to  simply  mail  a  supplemental  check 
to  go  along  with  what  the  man  was  earning  so  as  to  bring  his  pay  up 
to  what  the  legislature  determined  to  be  the  minimum  wage  for  the 
firemen.  But  it  has  precedent  in  things  of  that  sort,  that  have  been 
done. 

Anyway,  I  think  we  ought  to  explore  it  and  take  a  look  at  it. 

Now,  I  would  like  to  bring  a  blackboard  in  to  show  you  what  to 
me  are  the  fundamental  problems  in  this  bill. 

You  see,  Mr.  Secretary,  I  am  not  worried  about  the  cost  of  your 
bill.  It  is  all  right  with  me  to  spend  $5  billion  increasing  the  income 
of  poor  people,  it  does  not  bother  me  at  all.  I  guess  I  am  like  the 
average  person  in  my  income  bracket  who  would  say,  "Well,  why 
five,  why  not  10?"  It  would  be  all  right  with  me  to  go  beyond  that, 
but  the  question  is— put  that  blackboard  over  there  so  we  can  both 
see  it.  I  have  a  high-paid  staff  here  doing  menial  labor  here,  Mr. 
Secretary. 

Secretary  Hodgson.  So  I  see,  Mr.  Chairman. 

Incentives  for  Not  Marrying 

The  Chairman.  Now,  let's  just  take  a  situation.  I  would  like  to 
ask  Mr.  Stern  to  put  the  figures  down.  Take  a  woman  with  three 
children,  let's  say,  in  Chicago  or  New  York.  She  is  entitled  to  about 
$5,700.  Let's  put  $5,700  in  the  middle  of  the  board  there. 

Now  above  that  put  in  M-3,  that  is  mama  plus  three  children,  above 
the  $5,700. 

Over  to  the  left  of  that  put  father  and  $6,000. 

All  right,  over  to  the  right  of  that  just  add  those  two  figures. 

Now  there  is  the  typical  example  of  the  welfare  mess,  as  I  conceive 
it,  Mr.  Secretary,  and  I  helped  to  make  it  that  way  so  I  think  I  ought 
to  understand  what  we  are  talking  about, 
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That  father  has  not  married  the  mother  and  if  you  ask  why  he  does 
not  marry  the  old  girl,  he  says,  "I  cannot  afford  it."  She  is  on  we]  fare 
with.  $5,700  benefits  a  year  between  the  cash  and  food  stamps  and 
other  benefits.  Father  is  working  and  he  sees  mama  from  time  to  time. 
He  is  making  $6,000  a  year.  Now  their  combined  annual  income  is 
$11,700. 

Those  people  understand  the  welfare  program  better  than  some 
of  us  do.  They  know  that  if  they  form  a  family  unit,  they  are  going 
to  use  most  of  that  $6,000  income  that  father  has  in  the  reduction  of 
mother's  $5,700. 

I  see  you  are  nodding  and  you  understand  that. 

Now,  they  are  being  advised  by  the  National  Welfare  Rights  Organ- 
ization and  by  other  people  who  sympathize  with  their  situation, 
what  to  tell  the  welfare  people,  how  to  conduct  themselves,  how  to 
refuse  to  let  the  welfare  inspector  come  by  except  on  an  appointment 
basis,  and  how  to  insist  on  a  hearing  if  somebody  tries  to  take  them 
off  of  welfare,  and  how  to  handle  all  this.  So  these  people  are  firmly 
on  welfare  and  they  will  try  to  stay  there  from  now  until  the  good 
Lord  calls  them  home  or  until  the  children  reach  maturity.  The  chil- 
dren will  learn  from  mama  and  papa,  and  your  own  people  have 
confided  to  me  that  the  real  problem  is  not  the  father  deserting  the 
family,  making  them  ineligible  for  welfare,  the  problem  is  the  family 
unit  never  formed  to  begin  with. 

That  is  not  news  to  me ;  I  knew  that  a  year  ago. 

Now  right  down  below  that,  let  us  put  a  second  situation.  Now 
married,  let's  take  a  fellow  making  more,  he  is  making  $7,000  plus 
mother,  she  is  getting  zero.  All  right,  that  equals  $7,000.  All  right 
now,  father  No.  2  is  married  to  the  sister  of  father  No.  1,  and  he 
looks  at  this  thing  and  says,  "What  kind  of  saps  are  we  ?  Here  we  are 
paying  taxes  so  as  to  support  my  brother-in-law,  and  that  sorry  no- 
account  woman  he  lives  with.  They  are  getting  $11,700  and  we  are 
getting  $7,000  and  we  are  paying  our  taxes  to  support  them."  It  makes 
father  No.  2  feel  like  he  is  a  complete  fool  for  having  done  the  honor- 
able thing  and  he  is  outraged  at  society.  You  can  take  fellow  No.  2, 
if  you  want  to,  and  raise  his  wages  up  to  $7,000,  $8,000,  $9,000, 
$10,000,  $11,000,  all  the  way  up  to  $11,700  and  he  is  still  outraged 
at  the  situation. 

Now  I  cannot  find  that  the  bill  is  going  to  solve  this  problem.  I 
honestly  think  that  mischief  has  become  so  widespread,  I  mean  vari- 
ations of  it,  that  if  we  do  not  get  at  that  problem,  the  welfare  mess 
will  be  just  as  bad  as  it  was  before.  And  I  also  find  myself  thinking 
that  if  we  try  to  solve  it  tomorrow  that  there  probably  will  be  a 
march  on  Washington  that  would  make  this  hippie  march  on  Wash- 
ington sail  into  insignificance.  That  is  the  welfare  mess. 

I  would  like  to  ask  you  how  do  we  solve  that  part  of  it. 

Secretary  Hodgson.  Well,  I  think  there  are  not  many  mother  and 
three  children  groups  getting  that  amount  of  money. 

The  Chairman.  There  are  plenty  of  them  in  New  York  and 
Chicago. 

Secretary  Hodgson.  Well,  there  may  be  such  instances  but  the  fact 
is  you  pointed  up  a  problem  that  exists  when  we  try  to  solve  the 
problem  of  chasing  the  man  out  of  the  house,  and  chasing  the  father 
away  from  the  home  with  the  current  kind  of  welfare  situation. 
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The  fact  is,  we  have  to  take  a  look  at  this  and  come  up  with  some 
proposals  to  deal  with  this  as  well  as  with  the  other  one,  and  I  under- 
stand that  we  are  currently  involved  in  doing  that. 

The  Chairman".  Mr.  Secretary,  just  to  take  that  first  situation 
again,  and  I  do  not  believe  in  looking  upon  these  welfare  people  as 
though  they  are  different  kinds  of  people  than  I  am — I  like  to  think 
we  are  all  human  beings  and  I  buy  that  philosophy  of  the  Civil  Eights 
Act.  We  are  all  the  same  kind  of  people,  and  that,  but  for  the  grace  of 
God,  could  be  me. 

But  if  you  look  at  that  type  of  situation,  if  that  were  my  daughter 
or  your  daughter  getting  involved  in  that  kind  of  situation,  in  the  be- 
ginning you  would  not  have  told  her  to  go  down  and  get  on  welfare 
with  the  work  ethic  and  the  general  attitude  that  you  were  taught  with 
your  father  and  mother,  you  would  say  when  she  had  the  first  child, 
"Daughter,  if  that  man  will  not  marry  you,  we  are  going  to  sue  him 
and  we  are  going  to  have  the  judge  declare  him  the  father  of  that 
child  and  we  are  going  to  have  a  court  order  that  he  owes  support  for 
that  child,  so  he  will  help  to  share  the  burden  of  supporting  the  child, 
and  so  he  is  going  to  have  to  do  his  duty  towards  his  children  even 
if  he  will  not  do  what  we  think  is  the  right  thing  toward  the  daughter." 

Now,  at  a  minimum  it  would  seem  we  ought  to  start  undertaking  to 
unravel  this  mess,  not  by  putting  mama  to  work,  but  by  making  papa 
admit  to  the  paternity  of  his  own  child  and  do  something  about  it. 

Do  you  agree  with  that  ? 

Secretary  Hodgson.  Well,  how  about  doing  both  ? 

The  Chairman.  Well,  I  am  not  sure  that  mother  ought  to  be  working 
with  those  children,  but  I  would  like  to  ask  you 

Secretary  Hodgson.  If  there  are  children  over  6,  two-thirds  of  the 
mothers  in  America  would  already  be  working. 

The  Chairman.  If  she  has  one  of  those  children  below  age  3,  under 
that  bill  you  are  advocating  she  would  not  be  working? 

Secretary  Hodgson.  That  is  right.  I  think  you  would  have  to  par- 
ticularize. But  the  important  thing  is,  we  have  to  come  to  grips  with 
this  situation  and  I  do  not  believe  the  current  bill  does  it.  However, 
I  understand  HEW  is  working  on  this  problem. 

Federal  Child  Support  Law 

The  Chairman.  Mr.  Secretary,  I  was  trying  to  explain  to  an  au- 
dience that  I  thought  we  should  have  a  Federal  child-support  law, 
so  the  Federal  Government  could  help  that  mother  when  the  father 
departs  beyond  the  State  boundary  to  try  to  escape  his  duty  to  help 
support  his  own  family.  A  very  fine  lady  in  that  audience  came  up  and 
said: 

Well,  now,  Senator,  I  am  not  on  welfare,  but  if  you  are  going  to  pass  that 
Federal  child-support  law,  would  you  please  make  it  broad  enough  so  as  to  help 
me  reach  that  husband  of  mine  who  will  not  help  support  my  child  because  he 
has  tsken  off  and  he  has  gone  somewhere  else  and  he  is  in  a  second  marriage,  but 
he  still  has  this  obligation  to  contribute  something  to  support  these  children 
he  left  me  here  with. 

Maybe  we  should  go  broader  than  that,  but  would  you  agree  with 
the  thought  that  we  should  have  a  Federal  child  support  law  so  that 
we  could  say  to  the  Internal  Eevenue  Office,  "There  is  the  fellow 


185 

we  are  looking  for  right  there,"  just  go  serve  him  with  a  petition 
tomorrow. 

Now  it  may  be  that  you  cannot  squeeze  blood  out  of  a  turnip,  but 
my  father's  generation  took  the  view  that  even  if  you  cannot  squeeze 
blood  out  of  that  turnip,  you  can  sure  put  that  turnip  in  jail.  At  that 
point,  if  he  does  not  want  to  work,  you  can  put  him  to  work,  you  can 
put  him  out  there  on  a  rockpile  making  big  rocks  into  little  rocks.  So 
that  you  could  put  him  to  work  doing  something,  doing  the  first  decent 
thing  in  his  life,  even  if  yon  had  to  have  him  in  convict  stripes  to  do  it. 

Now  that  might  sound  awfully  tough,  but  the  starting  point  is  to 
firsr  assist  that  man  legally  with  doing  the  honorable,  decent  thing  to- 
wards his  own  children. 

"Would  you  be  willing  to  meet  that  part  of  the  problem? 

Secretary  Hodgson.  H.R.  1  does  provide  that  that  obligation  con- 
tinues and* if  he  crosses  the  State  line  to  elude  it,  the  father  has  com- 
mitted an  act  for  which  he  can  be  penalized. 

The  Chairman.  I  do  not  think  we  are  going  to  get  that  quite  that 
way.  Mr.  Secretary.  I  think  we  are  going  to  have  to  have  something 
more  sophisticated  than  that.  We  are  talking  about  crossing  a  State 
line  with  intent.  The  problem  is  not  that  he  crossed  the  State  line  but 
one  of  proving  the  intent.  If  you  try  to  convict  him  of  a  criminal  act, 
that  is  a  pretty  complicated  thing  to  do.  It  looks  to  me  as  though  we 
should  just  get  ourselves  something  where  you  did  not  have  to  convict 
him  by  a  unanimous  verdict  of  12  people  after  a  month's  prolonged 
litigation.  Sue  him  by  the  preponderance  of  evidence  where  either 
more  on  that  jury  tend  to  believe  he  is  obligated  to  support  those  chil- 
dren than  those  who  believe  otherwise,  and  where  the  burden  of  the 
evidence  tends  to  indicate  he  has  an  obligation.  Let's  proceed  on  that 
basis.  I  think  it  would  be  a  better  approach. 

Secretary  Hodgson.  I  come  to  the  ''what*'  part  of  this  question :  on 
the  "how"  part  of  it  a  man  more  familiar  with  that  word  will  have 
to  make  the  judgment  on  how  to  do  it, 

The  Chairman.  It  seems  to  me  that  that  is  the  welfare  mess,  and  so 
far  the  bill  does  not  get  to  it,  I  regret  to  say.  The  strong  provisions  Ave 
put  in  last  year's  bill  are  not  in  the  bill  the  House  sent  up. 

Secrtary  Hodgson.  The  problem  of  getting  at  it  is  this  problem  of 
proving  intent,  which  vou  do  not  think  is  a  viable  way  of  getting  about 
it. 

The  Chairman.  In  the  first  place,  it  is  easier  to  win  a  civil  case 
than  a  criminal  case,  so  we  would  do  better  to  proceed  civilly  than 
criminally  in  most  instances.  The  criminal  thing  is  all  right  with  me 
if  you  can  prove  all  that,  but  all  you  admit  doing  is  achieving  exem- 
plary punishment  in  cases  like  that,  isolated  cases.  I  think  the  answer 
would  be  to  reach  a  lot  more  of  them  by  making  it  an  easier  lawsuit 
for  the  lawyer  to  win,  too. 

Lawyers  tell  me  that  the  easiest  kind  of  case  there  is  to  win  is  a  case 
to  have  a  father  declared  to  be  what  he  is  in  fact,  the  father  of  his 
children.  The  jury  looks  at  that  mother  and  that  little  child  and  sees 
that  the  baby  needs  milk  and  the  baby  needs  shoes,  and  if  the  mother 
has  two  prospects,  they  tell  me  that  she  can  point  out  either  one  of 
them  and  the  jury  will  go  along  with  her.  So  we  probably  need  to 
have  a  better  approach  in  trying  to  solve  the  problem  than  we  have 
achieved  until  this  month. 
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If  we  cannot  solve  this,  welfare  is  going  to  continue  to  be  just  a 
great  big  mess.  No  matter  how  much  you  subsidize,  as  long  as  mother 
keeps  having  young  children,  you  cannot  put  her  to  work  under  the 
bill  that  you  have  here,  and  if  you  continue  to  raise  people's  income 
where  the  income  is  already  $11,700,  you  are  just  spinning  your  wheels 
and  digging  in  deeper  without  moving  anywhere  until  you  get  at 
what  is  fundamentally  wrong  with  that  situation.  Administratively, 
it  is  not  possible  to  solve  it  that  I  can  see,  until  we  work  out  a  system 
under  which  father  would  be  declared  to  be  the  father  of  his  child, 
obliged  to  make  payments  to  support  his  own  children  and  assume  a 
family  responsibility.  When  we  get  that  part  of  it  nailed  down,  it 
seems  to  me  that  the  rest  of  this  thing  might  fall  into  shape  a  lot  more 
easily. 

Well,  thank  you  very  much,  Mr.  Secretary. 

You  have  made  a  very  fine  witness  here  today.  The  hearing  will  be 
resumed  on  Monday  morning,  with  Secretary  Richardson,  at  10  o'clock. 

(Whereupon,  at  1 :30  p.m.,  the  committee  adjourned,  to  reconvene 
Monday  August  2, 1971,  at  10  a.m.) 


SOCIAL  SECURITY  AMENDMENTS  OF  1971 


MONDAY,    AUGUST    2,    1971 

U.S.  Senate, 
Committee  on  Finance, 

Washington,  D.O. 

The  committee  met,  pursuant  to  recess,  at  10:05  a.m.,  in  room  2221, 
Kew  Senate  Office  Building,  Senator  Clinton  P.  Anderson  presiding. 

Present:  Senators  Long,  Anderson,  Ribicoff,  Byrd,  Jr.,  of  Virginia, 
Nelson.  Bennett,  Curtis,  Miller,  Fannin,  Hansen,  and  Griffin. 

Senator  Anderson.  The  Chair  will  recognize  Senator  Ribicott  as  our 
first  interrogator. 

Senator  Ribicoff.  Thank  you,  Mr.  Chairman. 

Comparison  Between  Benefits  for  Aged  Persons  and  Families 

Mr.  Secretary,  H.R.  1  raises  benefits  in  the  adult  category  for  a 
couple  to  $2,400,  and  this  we  should  commend  because  it  takes  an  adult 
couple  out  of  or  up  to  the  level  of  the  poverty  line. 

How  do  we  justify  paying  $2,400  to  an  aged  couple  and  only  the 
same  $2,400  to  a  family  of  four? 

STATEMENT  0E  HON.  ELLIOT  L.  RICHARDSON,  SECRETARY  0E 
HEALTH,  EDUCATION,  AND  WELFARE;  ACCOMPANIED  BY  JOHN 
G.  VENEMAN,  UNDER  SECRETARY;  ROBERT  M.  BALL,  COMMIS- 
SIONER, SOCIAL  SECURITY  ADMINISTRATION;  HOWARD  NEW- 
MAN, COMMISSIONER,  MEDICAL  SERVICES  ADMINISTRATION; 
AND'STEPHEN  KURZMAN,  ASSISTANT  SECRETARY  (LEGISLA- 
TION) 

Secretary  Richardson.  There  are  two  answers  to  that,  Senator  Ribi- 
coff. One,  the  $2,400  is  a  minimum  which  would,  of  course,  as  you 
know,  be  supplemented  in  most  States.  The  other  answer  is  that 
this  is  a  program  which  aims  at  encouraging  people  to  work  and 
which  would,  in  most  cases,  contemplate  the  supplementation  of  the 
$2,400  in  any  case  by  some  earnings 

Prospects  for  State  Supplementary  Payments 

Senator  Ribicoff.  Well,  if  you  have  a  mother  with  three  children, 
who  are  young,  and  most  of  them  are  in  the  AFDC  class,  you  are  not 
going  to  get  much  work  done  to  supplement  the  $2,400.  And  many 
States  won't  supplement  that.  The  tendency  is  to  cut  back  in  supple- 
mentation, whether  it  is  a  supposedly  liberal  Governor  like  Rocke- 
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feller  in  New  York,  or  a  conservative  Governor  like  Reagan  in  Cali- 
fornia. The  tendency  to  cut  back  is  moving  across  the  Nation. 

Secretary  Richardson.  On  the  other  hand,  Senator  Ribicoff,  the 
effect  of  the  save  harmless  clause  will  be  to  hold  State  expenditure 
levels  to  the  1971  level  achieved,  that  is,  the  level  achieved  this  calendar 
year. 

The  result  of  this,  in  effect,  therefore,  will  be  that  in  the  future  the 
States  are  not  under  the  same  pressures  to  economize  that  they  are 
under  now  in  the  face  of  rising  costs  and  caseloads. 

Senator  Ribicoff.  What  do  you  do  with  the  States  that  don't  have 
any  supplementation  and  will  be  frozen  in  at  the  1971  level.  If  they 
won't  move  to  raise  benefits  above  $2,400,  what  do  we  do  for  the  family 
of  four  ? 

Adult  vs.  Family  Categories 

Secretary  Richardson.  In  that  case,  the  Congress  will,  in  the  long 
run,  have  to  decide  what  any  appropriate  adjustment  of  the  national 
program  is.  But  your  initial  question  was  what  was  the  justification 
for  distinguishing  between  the  adult  categories  and  the  families.  There 
is  in  that  connection  a  further  point  to  be  made,  that  it  is  assumed,  on 
the  whole,  in  determining  the  relative  fiscal  relief  afforded  to  the 
States  under  H.R.  1  that  the  States  will  largely  get  out  of  the  business 
of  making  payments  to  the  adult  categories. 

To  put  it  the  other  way,  this  would  be  essentially  a  more  completely 
federalized  program. 

Senator  Ribicoff.  Now,  I  am  assuming  the  dilemma  the  administra- 
tion is  in  with  providing  assistance  for  families  or  single  individuals 
and  childless  couples  is  the  fact  that  to  pay  them  benefits  comparable 
to  the  adult  category  would  require  too  much  money.  Isn't  it  a  finan- 
cial problem  ?  I  am  sure  that  neither  you  nor  the  President  are  so  heart- 
less that  you  would  not  want  to  pay  a  childless  couple,  a  single  indi- 
vidual, or  a  family  of  four  enough  to  bring  them  up  to  the  poverty 
line.  Isn't  it  the  additional  cost  that  bothers  you  ? 

Secretary  Richardson.  Yes,  it  is.  You  may  recall,  Senator  Ribicoff, 
at  the  close  of  the  last  hearings  I  said  I  would  like  to  present  to  the 
committee  the  operation  of  a  gadget  we  have  developed  since  the  last 
hearing,  which  I  think  illustrates  this  problem,  and  I  would  like  to 
get  to  that  at  some  point.  This  might  be  as  good  as  any,  insofar  as  the 
cost  considerations  you  just  touched  on  are  a  function  of  the  basic 
benefit  level,  the  tax  rate,  and  the  break  even  which,  in  turn,  determine 
the  numbers  of  families  covered  and  therefore  the  costs. 

Priorities  Among  168  Federal  Poverty  Programs  and  Evaluation 

of  Programs 

Senator  Ribicoff.  Let  met  put  it  this  way.  I  think  the  time  has  come 
for  the  executive  branch  and  Congress  to  start  examining  what  we  are 
getting  for  our  poverty  expenditures.  I  am  going  to  turn  over  to  you 
a  listing  of  all  the  programs  involving  expenditures  in  the  field  of 
poverty.  There  are  some  168  programs  costing  about  $31  billion. 

Between  now  and  the  time  we  come  back  on  September  8,  I  would 
like  the  administration,  the  Office  of  Management  and  Budget,  HEW, 
the  Department  of  Labor,  HUD,  and  OEO,  to  submit  to  this  commit- 
tee your  ranking  of  these  168  programs  in  order  from  those  you  con- 
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sider  the  best  to  those  you  think  are  worst,  those  that  you  consider  the 
most  important  and  essential  and  those  the  least. 

I  would  also  like  the  administration  to  submit  to  this  committee  all 
evaluations,  analyses,  and  studies  that  agencies  of  the  Government 
have  made  of  all  these  programs  as  to  their  effectiveness.  As  I  look  at 
the  figures  that  I  have,  25.5  million  Americans  live  in  poverty.  If  these 
Americans  had  no  income  whatsoever  it  would  take  $29.9  billion  to 
bring  them  up  to  the  poverty  level.  But  these  25.5  million  people  do 
have  income  amounting  to  *$18.5  billion.  Therefore,  an  additional 
amount  of  some  $11  billion  could  move  everybody  above  the  poverty 
level. 

Now  if  we  are  making  expenditures  of  $31  billion  on  poverty  pro- 
grams, and  if  there  is  a  great  question  as  to  what  portion  of  the  25.5 
million  poor  people  are  being  taken  out  of  poverty  because  of  these 
programs,  and  if  you  consider  that  by  the  elimination  of  $11  billion 
worth  of  these  programs  we  might  be  able  to  take  everybody  out  of 
poverty,  I  think  we  should  start  examining  the  need  for  all  of  these 
programs. 

I  don't  expect  you  to  have  an  answer  to  this  now  because  this  is  quite 
complicated.  But  my  feeling  is,  if  we  are  going  to  make  a  comprehen- 
sive study  in  this  committee  about  what  we  want  to  do  and  where  we 
are  going,  I  believe  that  the  executive  branch  in  the  next  6  weeks 
should  analyze  these  programs  for  the  committee.  I  know  I  want  to 
look  at  such  an  analysis  and  perhaps  other  members  of  the  committee 
would  like  to  analyze  the  programs,  too. 

Secretary  Richardson.  Well,  I  think  it  would  be  a  very  useful  under- 
taking, Senator  Ribicoff.  We  began  to  work  on  this  following  your 
speech  on  this  subject  the  other  day.  One  of  the  things  that  we  need  to 
look  at  first,  of  course,  is  the  breakdown  of  the  $31  billion  itself. 

Senator  Ribicoff.  There  may  even  be  more.  This  is  only  the  break- 
down that  my  staff  and  I  have  been  able  to  bring  together.  We  will 
turn  that  over  to  you,  but  there  may  be  other  expenditures,  that  we 
haven't  been  able  to  discover. 

You  and  I  know  that  there  are  so  many  programs  in  the  Federal 
bureaucracy,  most  of  them  initiated  before  this  administration  came 
to  office,  that  there  was  no  way  of  knowing  what  is  happening  or  what 
is  being  accomplished. 

From  time  to  time  we  do  receive  information  of  studies  that  have 
been  made. 

OEO  in  6  years  has  spent  $600  million  on  evaluation.  I  don't  know 
what  HEW  would  spend  on  evaluating  its  own  programs  but  I  would 
be  surprised  if  you  spent  $600  million.  There  is  a  new  profession  or  a 
new  business  in  this  country  in  which  people  are  making  one  study 
after  another  for  OEO  which  now  has  quite  a  bureaucracy  of  its  own. 
From  1965  to  1971  the  non-Headstart  community  action  programs 
have  cost  the  Federal  Government  $3.3  billion.  There  are  some  930 
local  community  action  agencies  and  everyone  says  they  do  a  better 
job  than  the  inflexible  uncommitted  bureaucracies  of  city  halls  or  State 
houses.  But  the  question  is  do  they  do  a  better  job  ? 

Kenneth  Clark  of  New  York  studied  these  programs  for  2  years  and 
he  says  the  campaign  against  poverty  has  been  evaded.  He  says  the 
program  had  verbal  promises  but  resulted  in  little  noble  improvement 
for  the  poor.  This  contributed  significantly  to  the  fuel  of  urban 
conflagration. 
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The  question  with  "maximum  feasible  participation,"  is  whether  it's 
participation  or  "maximum  feasible  manipulation." 

Let's  take  Prince  Edward  County:  According  to  a  former  leader 
the  real  political  and  economic  power  here  has  not  changed,  and  the 
new  game  is  a  white  attempt  to  use  black  leaders  to  convince  other 
blacks  that  everything  is  fine,  and  everything  is  not  fine. 

A  1970  San  Diego  case  study  says  OEO  programs  have  failed  to 
alleviate  poverty. 

We  have  these  evaluations  but  very  few  of  them  have  ever  surfaced. 
They  are  kept  in-house.  I  think  that  the  executive  branch,  yourselves, 
the  President,  Mr.  Schultz,  the  Office  of  Management  and  Budget  and 
we  as  Senators  and  Congressmen  who  keep  voting  these  huge  sums  of 
money  to  end  poverty  ought  to  know  what  we  are  getting  for  our 
money.  There  are  more  people  in  poverty  today  than  there  were  last 
year  and  yet  we  have  some  $31  billion  budgeted  to  help  end  poverty  in 
1972. 

Mr.  Chairman,  before  you  came  in  I  asked  the  Secretary  to  sit  down 
with  HUD,  OEO,  the  Office  of  Management  and  Budget,  the  Depart- 
ment of  Agriculture  and  every  other  agency  that  is  participating  in 
the  expenditure  of  some  $31  billion  to  end  poverty,  to  list  for  this 
committee,  their  priorities  for  the  168  programs  that  cost  $31  billion,  I 
also  asked  the  Secretary  to  submit  with  that  ranking  the  evaluations 
that  have  been  made  whether  these  programs  are  working.  We  may 
find  that  much  of  the  money  is  being  spent  to  alleviate  poverty  does 
not  bring  a  single  person  out  of  poverty.  Therefore,  we  can  take  that 
money  and  increase  what  we  want  to  spend  to  really  take  people  out  of 
po^prtv  bv  providing  them  direct  financial  assistance. 

These  are  the  requests  I  have  made  for  the  Secretary  and  I  hope  I 
have  your  approval,  Mr.  Chairman.  I  imagine  the  Chairman  will  start 
further  hearings  sometime  in  mid-September,  after  we  come  back 
Ser.fprnbpr  8  and  we  will  then  have  this  information  for  all  of  us  to 
study  to  help  us  in  marking  up  the  bill. 

Tho  Chairman.  Fine.  We  will  reouest  that  information,  and  I  am 
sure  that  in  so  far  as  it  can  be  provided  that  the  Department  will  pro- 
vide it.  Can  you  provide  that  information,  Mr.  Secretary. 

Secretary  Richardson.  Yes,  we  can ;  we  will  do  our  best.  In  the  case 
of  the  evaluations,  I  don't  have  a  very  good  feel  for  what  it  would  take 
to  provide  a  bibliography  within  that  time.  There  have,  as  Senator 
Ribicoff  has  pointed  out,  been  many  evaluations  made.  One  of  the  first 
things  T  did  upon  becoming  Secretary  of  HEW  was  to  ask  for  an 
evaluation  of  our  capacity  to  evaluate  and  an  accounting  for  what  had 
been  done  by  way  of  assessing  the  effectiveness  of  our  programs  with 
the  evaluation  money  that  had  alreadv  been  spent.  I  have  had  a  couple 
of  interim  memos  on  this.  We  should  get  further  answers  within  the 
next  few  weeks. 

(Initial  information  supplied  bv  the  Department  of  Health.  Edu- 
cation, and  Welfare  follows:  Further  material  supplied  will  be 
printed,  as  it  is  received,  in  a  subsequent  volume  of  these  hearings. 
Hearing  continues  on  page  202.) 

August  10,  1971. 

Federal  Outlays  Benefiting  the  Poor 

The  tabulation  of  Federal  programs  benefitting  the  poor  provided  by  Senator 
Ribicoff  was  prepared  in  January  of  1971  by  the  Office  of  Economic  Opportunity, 
in  conjunction  with  the  Office  of  Management  and  Budget.  Subsequently,  a  more 
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refined  analysis  shows  a  total  estimated  outlay  in  fiscal  year  1972  of  $27,558 
billion.  A  description  of  the  methodology  is  attached  at  Tab  A. 

The  summary  by  Agency  at  Tab  B  divides  expenditures  into  three  categories : 

I.    HUMAN    INVESTMENT 

These  are  programs  to  assist  the  poor  to  break  out  of  poverty,  including  work 
training,  education,  and  community  and  economic  development. 

rr.  maintenance/poverty  entitlements 

These  are  programs  specifically  for  low-income  persons. 

III.  maintenance/normal  entitlements 

These  are  programs  for  which  some  poor  persons  qualify  for  some  reason  other 
than  poverty — e.g.,  because  of  prior  work  experience  (Social  Security)  or  veteran 
status  (certain  veterans  programs). 

Finally,  the  detail  on  the  approximately  170  programs,  for  Fiscal  Years  1968- 
1972  is  included  at  Tab  C. 

The  Administration  will  have  a  bibliography  of  evaluations  of  these  programs, 
per  Senator  Ribicoffs  request,  by  September  8.  We  have  also  been  asked  for 
several  breakdowns  of  the  statistics. 

In  response  to  Senator  Byrd's  request   (page  288)  to  split  out  expenditures 
for   social   insurance,    the  following   expenditures   are  financed   through   trust 
funds  (fiscal  year  1972)  : 
Cash  Benefits : 

Billions 

Social  Security  (Survivors,  Retirements) $6,763 

Social  Security    (Disability) .825 

Railway  (Retirement,  Disability,  Survivor,  and  Sickness) .384 

Unemployment  Insurance .  419 

Sub-Total 8.  391 

Medical  Benefits : 

Medicare   (Hospital  Insurance) 1.585 

Medicare   (Supplementary  Medical) .562 

Sub-Total 2.147 

Total 10.  538 

If  we  subtract  this  "social  insurance"  component  from  the  grand  total  of 
$27,358  billion,  the  remaining  $16,820  are  general  revenue  expenditures  which 
benefit  the  poor. 

In  rasponse  to  Senator  Ribicoff's  request  to  analyze  overall  expenditures  in 
order  to  determine  whether  additional  cash  benefits  might  be  paid  to  the  poor 
by  eliminating  some  of  these  programs,  we  provide  the  following  analysis.  Of 
the  total  of  $27,358  billion,  $13,861  are  cash  benefits  going  directly  to  the  poor. 
Thus  we  must  examine  the  remaining  $13,677  billion. 

Food  programs  (Food  Stamps,  Surplus  Commodities,  School  Lunch  Program, 
etc. )  account  for  $2,030  billion,  leaving  $11,647  billion. 

Medicare  and  Medicaid  account  for  $4,302  billion,  leaving  $7,345  billion.1 

Housing  subsidies  total  $0,553  billion.  Social  services  total  $0,742  billion. 
Health  programs  (Family  Planning,  Migrant  Health,  Drug  Rehabilitation, 
Indian  Health,  Maternal  and  Child  Health,  Veterans  Hospitals,  Crippled  Chil- 
dren's Services,  Mental  Health  Centers,  and  others)  add  another  $0,943  billion. 
Manpower  programs  (JOBS,  Operation  Mainstream,  Neighborhood  Youth  Corps, 
Foster  Grandparents,  WIN,  Indian  programs,  MDTA,  and  others)  add  $2,067 
billion.  Education  programs  (Head  Start,  Educational  Opportunity  Grants,  Up- 
ward Bound,  Educationally  Deprived — Handicapped,  Migrants,  Institutionalized 
Children,  Indian  Programs,  Vocational  Education,  Adult  Basic  Education,  and 
others)  add  another  $1,912  billion.  Tbe  total  of  this  paragraph  is  $6,217  billion, 
leaving  $1,128  billion. 


*Tab  C  includes  medicare  and  medicaid  In  the  health  total. 
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The  remaining  $1,128  bililon  includes  Model  Cities,  VISTA,  Migrant  assistance, 
Community  Action  Operations,  WIN  Child  Care,  Economic  Development  assist- 
ance, Housing  Loans,  Farm  Extension  programs,  and  others. 

H.R.  1  does  eliminate  the  food  stamp  program  for  assistance  recipients  and 
replace  it  with  cash,  in  the  spirit  of  the  Ribicoff  request.  It  is  difficult  to  assess 
which  of  these  other  programs,  all  of  which  provide  direct  benefits  to  the  poor 
or  contribute  to  breaking  the  cycle  of  poverty,  could  be  eliminated  in  favor  of 
direct  cash  benefits  to  the  poor.  This  we  leave  to  the  Committee. 

TAB  A 

The  figures  in  the  attached  tabulation  are  estimates  of  direct  benefits  provided 
to  the  poor  (persons  below  the  Census-Bureau-defined  poverty  thresholds)  by  the 
Federal  government  expenditures  and  direct  loan  programs.  Tbe  figures  shown 
represent  outlays  rather  than  obligations  or  budget  authority.  In  all  cases,  the 
figures  shown  are  the  estimated  portion  of  program  funds  going  to  the  poor, 
rather  than  the  total  funds  for  the  program.  Details  may  not  add  exactly  to 
totals  because  of  rounding. 

For  Fiscal  Years  1968  through  1970,  calculations  were  started  from  actual  out- 
lays figures.  For  Fiscal  Year  1971,  the  starting  point  for  both  the  original  and 
the  revised  figures  was  the  estimates  appearing  in  the  Fiscal  Year  1972  Budget 
Appendix  (issued  in  January  1971)  for  outlays  during  Fiscal  Year  1971  (which 
ended  on  June  30,  1971).  Fiscal  Year  1972  figures — both  original  and  revised — 
were  calculated  beginning  with  the  estimated  outlays  that  would  occur  if  the 
President's  Fiscal  Year  1972  Budget  request  were  passed  in  toto  and  the  full 
amounts  appropriated.  In  arriving  at  estimates  of  the  proportions  of  program 
outlays  going  to  the  poor,  calendar  year  1969  poverty  thresholds  were  the  latest 
poverty  thresholds  used  (since  they  were  the  most  recent  thresholds  available 
when  the  Fiscal  Year  1972  Budget  was  issued) . 

Although  most  of  the  program  numbers  and  titles  in  the  attached  tabulation 
are  from  the  Catalog  of  Federal  Domestic  Assistance  (CFDA — the  April  1970 
edition  and  the  October  1970  update),  the  basic  units  used  in  assembling  the  tabu- 
lation were  generally  the  appropriation  accounts  and  lines  within  appropriation 
accounts  as  shown  in  the  Fiscal  Year  1972  Budget  Appendix.  This  is  the  reason 
for  the  way  in  which  a  number  of  CFDA  programs  are  aggregated  or  disaggre- 
gated. This  is  also  why  no  estimates  were  made  on  the  proposed  new  money  for 
General  and  Special  Revenue  Sharing  (since  these  did  not  appear  in  the  Budget 
Appendix).  Similarly,  programs  that  were  proposed  for  conversion  to  Special 
Revenue  Sharing  are  shown  in  their  present  form  (since  this  is  how  they  appear 
in  the  Budget  Appendix)  rather  than  as  Special  Revenue  Sharing  funds. 

The  figures  in  the  attached  tabulation  are  a  revised  version  of  the  figures  used 
in  OEO's  January  1971  press  briefings  and  in  tables  L-7  and  L-8  of  the  Special 
Analyses  volume  of  the  Fiscal  Year  1972  Budget.  In  order  to  improve  the  quality 
of  estimates  of  Federal  aid  to  the  poor,  OEO  made  several  major  revisions  this 
year  in  the  procedures  for  deriving  these  estimates.  The  first  installment  of  these 
revisions  was  reflected  in  the  January  1971  figures,  and  is  the  major  reason  that 
these  figures  were  lower  than  estimates  made  in  previous  years.  However,  the 
January  figures  were  assembled  under  the  tight  time  constraints  of  the  budget 
process.  For  these  reasons,  it  was  often  not  possible  to  verify  how  the  estimates 
supplied  to  OMB  for  this  tabulation  were  derived.  In  addition,  it  was  not  possible 
to  include  certain  small  programs  in  the  tabulation  at  that  time. 

Since  January,  the  revision  in  estimating  procedures  have  been  carried 
through  to  completion.  In  the  course  of  verifying  the  estimates,  it  was  found 
that  some  agencies  had  been  using  definitions  of  "low-income"  persons  that  were 
not  consistent  with  the  Census-Bureau-defined  poverty  thresholds.  In  other  cases, 
the  most  recent  data  available  for  programs  had  not  been  used.  For  several  siza- 
ble income  security  programs,  funds  for  program  administration  (which  do  not 
constitute  direct  benefits  to  the  poor)  had  incorrectly  been  included.  All  of  these 
shortcomings  were  remedied  in  the  revised  figures,  which  were  completed  in 
June.  These  figures  accordingly  represent  a  marked  improvement  in  accuracy 
over  the  January  figures.  In  addition,  they  cover  more  programs — 179  (four  of 
them  inactive  in  Fiscal  Year  1972)  rather  than  168.  The  Fiscal  Year  1973  tabu- 
lation of  Federal  aid  to  the  poor  will  incorporate  the  improved  estimating  tech- 
niques and  data  used  in  the  June  revision  of  the  Fiscal  Year  1972  figures,  as  well 
as  any  other  improved  techniques  and  data  which  become  available  between 
now  and  next  winter. 
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Note 

1.  Federal  outlays  benefiting  the  poor  may  be  classified  in  two  ways — accord- 
ing to  how  poor  persons  qualify  for  them  (Poverty  Entitlement  vs.  Normal  En- 
titlement), and  according  to  how  they  benefit  poor  persons  (Human  Investment 
vs.  Maintenance). 

(a)  Poverty  Entitlement  programs  are  programs  for  which  persons  qualify 
specifically  because  they  are  poor  or  have  low  incomes.  (Programs  for  low-income 
areas  are  also  included  in  this  category.  So  are  programs  for  Indians  and  mi- 
grant farm  laborers,  even  if  the  programs  do  not  have  a  specific  means  test ;  this 
is  done  because  the  incidence  of  poverty  in  these  two  groups  approaches  100%). 

(b)  Normal  Entitlement  programs  are  programs  for  which  poor  persons  qual- 
ify for  some  reason  other  than  their  poverty — e.g.,  because  of  prior  work  experi- 
ence (Social  Security  and  unemployment  benefits)  or  because  of  veteran  status 
(certain  veterans  programs). 

(c)  Human  Investment  programs  are  programs  intended  to  benefit  the  poor 
by  assisting  them  to  break  out  of  the  cycle  of  poverty.  This  category  includes 
programs  that  actively  promote  the  development  of  work  skills,  education,  and 
community  and  economic  development. 

(d)  Maintenance  programs  are  intended  to  sustain  life  and  ameliorate  the 
hardships  of  those  who  receive  aid  from  them.  In  exceptional  high-benefit  situa- 
tions, they  may  sometimes  lift  persons  out  of  income-defined  poverty.  However, 
their  primary  orientation  is  toward  minimal  support  rather  than  toward  helping 
people  break  out  of  the  sociological  cycle  of  poverty.  This  category  includes  in- 
come support  programs  and  food,  health,  and  housing  assistance. 

2.  The  "Poverty  Entitlements"  and  "Normal  Entitlements"  categories  in  OEO's 
January  press  briefing  are  actually  Maintenance — Poverty  Entitlements  and 
Maintenance — Normal  Entitlements,  respectively,  in  terms  of  the  above 
definitions. 

3.  The  Human  Investment  totals  on  p.  11  are  made  up  of  the  following  pro- 
grams: all  Education  programs;  program  13.217  (Family  Planning  Projects)  ; 
all  Manpower  programs :  all  programs  under  "OTHER — Community  Action  Op- 
eration .  .  .  and  Model  Cities"  ;  and  all  programs  under  "OTHER — Misc.  Human 
Investment." 

TAB  B 

DETAILS  ON   FEDERAL  OUTLAYS  BENEFITING  THE  POOR  IN  FISCAL  YEAR  1972 

[Billions  of  dollars] 

Income       Income 

security      security        Educa-  Man- 

Total        (cash)    (in-kind)  tion        Health         power  Other 

!.  Human  investment. 5.0  1.9  0.1  2.1  0.9 

A.  0E0 .8  .2... .6 

1.  Community  action 

operations  and 

related  programs.  _  .6  -6 

2.  Early  childhood 

development .2  .2  

B.  HEW... 2.1... 1.4  .1  .6  .1 

1.  Education  of  disad- 

vantaged children..  .8 .8 

2.  Higher  education  for 

the  disadvantaged.  .3 .3 

3.  Early  childhood 

development1 .2 .1  .1 

4.  Vocational  educa- 

cation  and  other 

education .2 .2 


5.  Vocational  rehabi- 

litation  .4 .4  

6.  Work  incentives .2  -2 

7.  Other .1.. .1  (2) 

C.  Labor 1.4 — 1.4  

1.  Manpower  programs 

for  the  disad- 
vantaged   1.2 1.2 

2.  Employment  service 

and  other .2 -2 

D.  Other  (Interior,  HUD, 

Commerce,  etc.) .6  .2 .1  .3 

See  footnotes  at  end  of  table. 
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DETAILS  ON  FEDERAL  OUTLAYS  BENEFITING  THE  POOR  IN  FISCAL  YEAR  1972-Continued 

[Billions  of  dollars) 


Total 


Income 

security 

(cash) 


Income 

security 

(in-kind) 


Educa- 
tion 


Health 


Man- 
power 


Other 


II.  Poverty  entitlements 

A.  OEO . 

1.  Health  and  nutrition.. 

B.  HEW_._ 

1.  Public  assistance 

2.  Social  services 

3.  Medicaid... 

4.  Other  health 

C.  Agriculture.. 

1.  Food  programs 

2.  Housing. 

D.  VA 

1.  Pensions. 

E.  HUD 

1.  Housing  assistance 
payments  and 
other 

F.  Other  (Interior) 

III.  Normal  entitlements. 

A.  HEW 

1.  OASDI 

2.  Medicare. 

3.  Other  (including 

health) 

B.  Railroad  Retirement  Board.. 

1.  Railroad  retirement 
benefits 

C.  Labor 

Unemployment 
insurance  and 
other 

D.  VA 

1.  Compensation 

2.  Medical  and  other 

E.  Agriculture 

1.  Food  programs 


10.9 

.2 

.2 

7.3 

4.2 

.7 

2.2 

.3 

1.9 

1.9 

(2) 
.9 
.9 
.6 


.6 

.1 

11.5 

10.2 


5.1 


2.4 


.4 
.4 
.1 
.3 
.1 
.1 


4.2 
4.2 


.1 
8.7 
7.8 
7.6 


.4 
.1 
.1 
(?) 


1.9 
1.9 


.1 


.1 
.1 


2.6 
.2 
.2 

2.4 


0.7 


2.2 
.3 


2.6 
2.4 


2.1 

.2 


.2 


.2 


.7 


(2> 


(2) 


(«)■ 


(?) 


(2) 
(?) 


(') 


1  Outlays  for  Headstart  are  expected  to  be  made  both  under  the  OEO  account  (included  here  in  OEO/ear!y  childhood 
development)  and  an  HEW  account  (included  here  in  HEW/early  childhood  development).  Outlays  for  follow  through  are- 
expected  to  be  made  both  under  the  OEO  account  (included  here  in  OEO/early  childhood  development)  and  another  HEW 
account  (included  herein  HEW/education  of  disadvantaged  children). 

2  Less  than  $50,000,000. 


Note:  Details  may  not  add  exactly  to  totals  because  of  rounding. 
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Secretary  Richardson.  I  think  two  points  should  be  made  by  way  of 
general  comment  on  Senator  Ribicoff's  remarks.  One  is,  I  think  he  in- 
cluded within  the  total  of  $32  billion  a  lot  of  money  which  is,  in  fact, 
expended  by  way  of  transfer  payments  to  the  poor. 

Senator  Ribicoff.  That  is  right. 

Secretary  Richardson.  So  that  this  fact,  in  turn,  contributes  to  the 
circumstance  that  there  are  not  more  people  counted  under  the  poverty 
line.  For  example,  you  count,  I  think  OASDI  expenditures,  medicaid, 
and  so  on. 

Senator  Ribicoff.  You  will  find  those  all  listed. 

Secretary  Richardson.  So  there  would  be  more  poverty  than  there 
is  but  for  these  expenditures. 

Senator  Ribicoff.  What  I  am  driving  at,  Mr.  Secretary,  is  that  we 
might  find  that,  once  you  get  down  to  the  bottom  of  the  list  of  pro- 
grams spending  $31  billion,  you  have  $11  billion  in  programs  that  an 
evaluation  will  show  take  almost  no  people  off  poverty.  If  you  are 
spending  $11  billion  and  people  are  not  being  helped  out  of  poverty 
and  that  $11  billion  could  take  everybody  in  poverty  out  of  poverty, 
we  may  be  in  a  position  to  achieve  quite  a  breakthrough.  I  may  be  all 
wrong  but  it  is  something  we  ought  to  look  at. 

Mr.  Chairman,  I  would  like  to  include  in  the  record  at  this  point  the 
Bureau  of  Census  publication — Consumer  Income — entitled  "Poverty 
Increases  by  1.2  million  in  1970". 

(The  publication  referred  to  follows.  Hearing  continues  on  p.  211.) 

Poverty  Increases  by  1.2  Million  in  1970 
(Advance  data  from  March  1971  Current  Population  Survey) 

The  decade  of  the  sixties  has  witnessed  a  sizable  reduction  in  the  number  of 
persons  living  in  poverty.  Since  1959,  the  first  year  for  which  data  on  poverty  are 
available,  there  has  been  an  average  annual  decline  of  4.9  percent  in  the  number 
of  poor  persons.  However,  between  1969  and  1970,  the  number  of  poor  persons 
increased  by  about  1.2  million,  or  5.1  percent.  This  is  the  first  time  that  there  has 
been  a  significant  increase  in  the  poverty  population.  In  1970,  about  25.5  million 
persons,  or  13  percent  of  the  population,  were  below  the  poverty  level,  according 
to  the  results  of  the  Current  Population  Survey  conducted  in  March  1971  by  the 
Bureau  of  the  Census.  The  rates  of  increase  for  both  whites  and  Negroes  below 
the  poverty  level  were  roughly  the  same.  In  1970,  however,  the  poverty  rate  for 
Negroes  was  more  than  three  times  that  for  whites. 

The  sex  of  the  family  head  continues  to  be  an  important  factor  in  the  poverty 
status  of  families.  The  number  of  poor  persons  who  are  either  members  of  fami- 
lies with  a  male  head  or  male  unrelated  individuals  increased  between  1969  and 
1970,  as  did  the  number  of  poor  persons  in  families  with  a  female  head  and  female 
unrelated  individuals.  However,  during  the  preceding  decade,  there  was  no  meas- 
ureable  change  in  the  number  of  poor  persons  in  households  with  a  female  head 
whereas  poor  persons  in  housholds  with  a  male  head  declined  by  about  53  percent 
between  1959  and  1969.  In  1970,  persons  in  households  headed  by  a  woman  con- 
stituted only  14  percent  of  all  persons  but  about  44  percent  of  poor  persons. 

There  are  significant  differences  in  the  age  composition  of  the  white  and  Negro 
poor.  In  1970,  children  under  18  years  accounted  for  about  36  percent  of  all  white 
persons  below  the  poverty  level  as  compared  to  54  percent  of  all  Negroes  who 
were  poor.  In  contrast,  aged  family  heads  and  unrelated  individuals  comprised 
about  19  percent  of  all  poor  white  persons  but  only  7  percent  of  the  Negro  poor. 

Although  about  64  percent  of  the  Nation's  families  resided  in  metropolitan 
areas  in  1970,  poor  families  were  about  equally  distributed  between  metropolitan 
and  nonmetropolitan  areas.  About  50  percent  of  poor  white  families  living  in 
metropolitan  areas  were  central  city  residents  as  compared  to  80  percent  of  poor 
Negro  families. 
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In  1970,  it  would  have  taken  approximately  11.4  billion  dollars  to  raise  the 
income  of  all  poor  families  and  unrelated  individuals  above  the  poverty  line.  In 
terms  of  1970  dollars,  this  figure  represents  about  a  7  percent  rise  in  the  income 
deficit  since  1969.  In  both  1969  and  1970,  whites  accounted  for  about  72  percent 
of  the  total  deficit.  . 

The  median  income  deficit  for  poor  families  was  about  $1,100  in  1970.  *or 
white  families  the  deficit  was  about  $1,000  as  compared  to  $1,300  for  Negro  fami- 
lies. The  difference  in  the  median  deficit  between  white  and  Negro  families  is 
accounted  for  in  part  by  the  smaller  size  of  the  average  poor  white  family.  The 
average  deficit  per  family  member  was  about  the  same  for  families  or  both  racial 

groupings.  .  .. 

On  the  average,  incomes  of  poor  families  headed  by  men  were  closer  to  the 
poverty  level  than  those  of  families  headed  by  women.  About  29  percent  of  the 
poor  families  headed  by  men  had  incomes  within  $500  of  their  respective  poverty 
lines  as  compared  to  only  19  percent  for  those  headed  by  women.  The  deficit  per 
family  member  for  families  with  a  male  head  was  about  $330  as  compared  to 
$410  for  families  with  a  female  head.  

This  report  excludes  inmates  of  institutions  and  unrelated  individuals  under 
14  vears  It  includes  only  those  members  of  the  Armed  Forces  living  off  post  or 
with  their  families  on  post.  The  poverty  threshold  for  a  nonfarm  family  of  four 
was  $3  968  in  1970  and  $2,973  in  1959.  For  more  detailed  definitions  of  the  terms 
and  concept  used  in  this  report,  see  Current  Population  Reports,  Series  P-60. 
No.  76.  More  detailed  poverty  data  for  families  and  persons  will  appear  in  a  re- 
port in  this  series  to  be  issued  later  this  year. 

Since  the  estimates  in  this  report  are  based  on  a  sample,  they  are  subject  to 
sampling  variability.  Moreover,  as  in  all  field  surveys  of  income,  the  figures  are 
subject  to  errors  of  response  and  nonreporting.  All  statments  of  comparison 
made  in  the  text  of  this  report,  however,  are  statistically  significant.  This  means 
that  the  chances  are  at  least  19  in  20  that  a  difference  identified  in  the  text  indi- 
cates a  true  difference  in  the  population  rather  than  the  change  variations  arising 
from  the  use  of  samples. 

(Tables  follow:) 
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Table  2.   Negro  Persons  Below  the  Poverty  Level  by  Family  Status:   1967  to  1970 

( Numbers  in  thousands .   Persons  as  of  March  of  the  following  year^ 


Family   status 

Number  below   poverty   level 

Percent   below  poverty   level 

1970 

1969 

1968 

1967  ' 

1970 

1969 

1968 

1967  ' 

7,650 

7,215 

7,616 

8,476 

33.6 

32.3 

34.7 

6,810 
1,445 
4,101 
1,264 
840 

6,409 
1,326 
3,879 
1,204 
806 

6,839 
1,366 
4,188 
1,285 
777 

7,677 
1,555 
4,558 
1,564 
809 

32.4 
29.3 
41.5 
20.4 
48.1 

31.2 
27.8 
39.7 
20.0 
46.0 

33.7 
29.4 

43.1 
21.7 
46.3 

38.4 

Head 

47.4 

Unrelated   individuals   14    years   and  over 

49.3 

*Due  to  coding  errors,  data  for  1967  are  not  strictly  comparable  with  those  shown  for  1968  to  1970. 


Table  3.    Persons  Below  the  Poverty  Level  in  1970,  by  Family  Status  and  Sex  and  Race  of  Head 

(Numbers  in  thousands.   Persons  as  of  March  1971) 


Family  status  and  sex  of  head 


All  races 


Below  poverty 
level 


Number  Percent 


Below  poverty 
level 


Number  Percent 


Negro 


Below  poverty 
level 


Number  Percent 


ALL  PERSONS 

Total 

In  families 

Head 

65  years  and  over 

Related  children  under  18  years 

Other  family  members 

Unrelated  individuals  14  years  and  over., 
65  years  and  over 

PERSONS  IN  FAMILIES  WITH  MALE  HEAD 
AND  MALE  UNRELATED  INDIVIDUALS 

Total 

In  families 

Head , 

65  years  and  over 

Related  children  under  18  years 

Other  family  members 

Unrelated  Individuals  14  years  and  over. , 
65  years  and  over 

PERSONS  IN  FAMILIES  WITH  FEMALE  HEAD 
AND  FEMALE  UNRELATED  INDIVIDUALS 

Total 

In  families 

Head 

65  years  and  over 

Related  children  under  18  years 

Other  family  members 

Unrelated  Individuals  14  years  and  over.. 
65  years  and  over 


202,489 


187,132 
51,948 

7,175 
69,873 
65,311 
15,357 

5,808 


173,297 


167,334 

45,998 

6,160 

60,824 

60,512 

5,963 

1,411 


29,192 


19,798 
5,950 
1,015 
9,049 
4,799 
9,394 
4,397 


25,522 


12.6 


177,434 


17,480 


9.9 


22,742 


7,650 


20,499 
5,214 
1,166 

10,493 
4,792 
5,023 
2,735 


14,310 


11.0 
10.0 
16.3 
15.0 
7.3 
32.7 
47.1 


164,021 
46,535 

6,554 
59,065 
58,421 
13,413 

5 ,  343 


155,798 


13,359 
3,701 
921 
6,208 
3,450 
4,121 
2,392 


10,667 


8.1 
8.0 
14.1 
10.5 
5.9 
30.7 
44.8 


6.8 


20,996 
4,928 

560 
9,871 
6,197 
1,746 

440 


15,480 


6,810 

1,445 

229 

4,101 

1,264 

840 

322 


3,362 


12,879 
3,280 

964 
5,665 
3,934 
1,431 

549 


38.4 


150,798 

42,149 

5,679 

53,800 

54,849 

5,000 

1,265 


21,637 


9,579 
2,604 

783 
3,934 
3,041 
1,088 

456 


6,813 


6.4 

6.2 

13.8 

7.3 

5.5 

21.8 

36.1 


31.5 


14,646 

3,422 

426 

6,201 

5,023 

834 

134 


7,262 


3,061 
625 
167 

1,612 

824 

301 

80 


4.288 


7,620 
1,934 

202 
4,828 

858 
3,592 
2,186 


38.5 
32.5 
19.9 
53.4 
17.9 
38.2 
49.7 


13,223 
4,386 
875 
5,265 
3,572 
8,414 
4,078 


3,780 
1,097 

138 
2,274 

409 
3,033 
1,936 


28.6 
25.0 
15,8 
43.2 
11.5 
36.0 
47.5 


6,350 

1,506 

134 

3,669 

1,175 

912 

307 


3,749 

820 

61 

2,490 
439 
539 
243 


33.6 


32.4 
29.3 
40.8 
41.5 
20.4 
48.1 
73.2 


21.7 


20.9 
18.3 
39.3 
26.0 
16.4 
36.1 
59.8 


59.0 


59.0 
S4.5 
45.6 
67.9 
37.4 
59.1 
79.1 
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Table  4.   Selected  Characteristics  of  Families  Below  the  Poverty  Level  in  1970 

(Numbers  in  thousands.   Families  as  of  March  1971) 


Selected  characteristics 


All    families 

AGE  OF  HEAD 

Under   25  years 

25   to  44  years 

45  to  64  years 

65  years  and  over 

SIZE  OF  FAMILY 

2  pers  ons 

3  persons 

4  persons 

5  persons 

6  pers ons 

7  or  more  persons  

NUMBER  OF   RELATED   CHILDREN 
UNDER    18   YEARS 

No  children 

1  and  2  children 

3  and  4  chi ldren 

5  children  or  more 

EDUCATIONAL  ATTAINMENT  OF   HEAD' 

Elementary  school,  total 

Less  than  8  years 

8  years 

High  school,  total 

1  to  3  years 

4  years 

College,  total 

1  to  3  years 

4  years  or  more  

NUMBER  OF  EARNERS 

No  earners  

1  earner 

2  earners  

3  earners  or  more 

EMPLOYMENT  STATUS  OF  HEAD 

Emp 1 oyed 

Unemployed 

Not  in  labor  force 

In  Armed  Forces 

WORK  EXPERIENCE   OF  HEAD 

Worked  in  1970 

50   to  52  weeks 

Full   time 

1    to  49  weeks 

Main  reason    for  working  part-year: 

Unemployed 

Other 

Did  not  work   in  1970 

In  Armed   Forces 

OCCUPATION  OF   LONGEST   JOB   OF   HEAD 

Worked   in   1970 

Professional    and  managerial  workers.. 

Clerical   and  sales  workers 

Craftsmen  and    foremen 

Operatives    and  kindred  workers 

Service  wkrs.,  incl.   private  household 

Nonfarm   laborers 

Farmers    and    farm   laborers 


Below   poverty- 
level 


Number        Percent 


3,745 
21,489 
19,538 

7,175 


18,282 
10,724 
9,899 
6,528 
3,381 
3,133 


21,946 

19,273 

8,364 

2.364 


12,624 
6,484 
6,139 

23,475 
8,051 

15,423 

12,104 
5,405 
6,699 


4,691 
19,252 
20,443 

7,562 


40,004 
1,619 
9,322 
1,003 


43,459 

33,940 

32,676 

9,519 

3,951 
5,568 
7,485 
1,003 


,459 
,775 

,909 
,771 
,789 
,804 
,343 
,070 


581 
2,042 
1,426 
1.166 


1,951 
855 
731 
570 
394 
713 


1,752 

1,644 

1,114 

704 


2,422 
1,638 
787 
1,824 
938 
887 
378 
241 
137 


1,839 

2,275 

809 

290 


2,253 

270 

2,635 

56 


2,865 
1,303 
1,068 
1,562 

517 

1,045 

2,293 

56 


2,865 
364 
243 
288 
508 
600 
298 
565 


15.5 
9.5 
7.3 

16.3 


10.7 

8.0 

7.4 

8.7 

11.7 

22.8 


8.0 

8.5 

13.3 

29.8 


19.2 

25.3 

12.8 

7.8 

11.7 

5.8 

3.1 

4.5 

2.0 


39.2 

11.8 

4.0 

3.8 


5.6 
16.7 
28.3 

5.6 


6.6 

3.8 

3.3 

16.4 

13.1 

18.8 

30.6 

5.6 


Below   poverty 
level 


Number   Percent 


6.6 

39, 

2.8 

12, 

4.1 

5, 

3.3 

8, 

6.5 

6, 

15.8 

2, 

12.7 

1, 

27.3 

1, 

3,327 
19,008 
17,647 

6,554 


16,703 
9,672 
8,992 
5,852 
2,908 
2,408 


20,300 

17,205 

7,270 

1.761 


10,602 
4,977 
5,626 

21,098 
6,902 

14,196 

11,508 
5,091 
6,417 


4,061 
17,426 
18,269 

6,778 


36,270 

1,377 

7,980 

907 


39,200 

30,978 

29,892 

8,221 

3,476 

4,745 

6,428 

907 


,200 
,278 
,426 
,292 
,686 
,856 
,791 
,870 


435 

1,368 

977 

921 


1,581 
619 
496 
374 
231 
399 


,487 

,130 

706 

379 


1,662 
1,043 
620 
1,276 
588 
689 
326 
204 
122 


1,350 

1,634 

550 

167 


1,633 

184 

1,840 

44 


2,023 
962 
806 

1,061 

377 

684 

1,634 

44 


2,023 
320 
196 
250 
334 
297 
184 
442 


Negro 


13.1 
7.2 
5.5 

14.1 


9.5 
6.4 
5.5 
6.4 
7.9 
16.6 


7.3 
6.6 


15.7 
21.0 
11.0 
6.0 
8.5 
4.9 
2.8 
4  .0 
1.9 


33.2 
9.4 
3.0 
2.5 


4.5 
13.4 
23.1 

4.9 


5.2 

3.1 

2.7 

12.9 

10.8 

14.4 

25.4 

4.9 


5.2 

2.6 

3.6 

3.0 

5.0 

10.4 

10.3 

23.6 


Below  poverty 
level 


404 
2,262 
1,702 

560 


1,470 
953 
797 
592 
433 
683 


1,500 

1,849 

998 

580 


1,892 

1,431 

460 

2,181 

1,090 

1,091 

451 

263 

187 


588 
1,653 
1,990 

697 


3,365 

219 

1,260 

84 


3,855 
2,646 
2,488 
1,209 

436 

774 

989 

84 


3,855 
348 
435 
427 

1,061 
890 
522 
173 


146 
641 
430 
229 


359 
220 
220 
184 
157 
303 


254 
482 
392 
317 


733 

576 

157 

524 

339 

185 

37 

32 

5 


470 
614 
242 
119 


591 

85 

763 

6 


804 
317 
242 

487 

136 
352 
635 


804 

36 

45 

36 

170 

289 

112 

116 


36.1 
28.3 
25.3 

40.8 


24.4 
23.1 
27.6 
31.1 
36.3 
44.4 


16.9 
26.1 
39.3 
54.7 


38.7 
40.3 
34.1 
24.0 
31.1 
17.0 

8.2 
12.2 

2.7 


79.8 
37.2 
12.2 
17.0 


17.6 

38.7 

60.6 

7.1 


20.9 

12.0 

9.7 

40.3 

31.1 
45.5 
64.2 

7.1 


20.9 
10.3 
10.4 
8.4 
16.0 
32.5 
21.5 
67.1 


'Head  25  years  old  and  over. 
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Table  5.    Families  and  Unrelated  Individuals  Below  the  Poverty  Level  in  1970,  by  Type  of  Residence, 

Region,  and  Race 

Numbers  in  thousands.   Families  and  unrelated  individuals  as  of  March  1971 


Residence 


All  races 


Below  poverty 
level 


Below  poverty 
level 


Negro 


Below  poverty 
level 


FAMILIES 

United  States 

Nonf arm 

Farm 

Metropoi l tan  areas. 

Inside  central  cities 

Outside  central  Clt les 

Nonmetrrpol  nan  areas 

Northeast 

Central 

South 



UNRELATED  INDIVIDUALS 

United  States 

Nonf  am 

Farm 

Metropolitan  areas 

de  central  Clt les 

Outside  central  ci t les 

i tan  areas 

Northeast 

North  Central 

South 

West 


49,600 
2,347 

33,431 
14,531 

18,900 
18,516 

12.381 

14,563 

16,003 

9,001 


15.357 


14,983 
374 

1 1  ,  04  7 
6,746 
4,300 
4,310 

3,883 
4,204 
4,187 
3,082 


46,535 


1.445 


4,778 
436 

2.654 
1,583 
1,071 
2,561 

864 
1,170 
2,376 

804 


9.6 

18.6 

7.9 
10.9 

5.7 
13.8 

7.0 

8.0 

14.8 

8.9 


44,328 
2,207 

29,484 
11,538 
17,946 
17,051 

11,382 

13,485 

13,391 

8,277 


3,345 
357 

1,790 
896 
893 

1,911 

691 

910 

1,405 

694 


4.121 


4,889 
134 

3,203 
1,989 
1.215 
1,820 

1,086 

1,409 

1,671 

857 


32.6 

35.8 

29.0 
29.5 
28.3 
-.2.2 

28.0 
33.5 
39.9 
27.8 


13,073 
340 

9,525 
5,462 
4,063 
3,888 

3,451 
3,780 
3,358 
2,825 


4,013 
108 

2,589 
1,474 
1,115 
1 ,  532 

938 
1,237 
1,176 

770 


7.5 
16.2 

6.  1 

7.8 

5.0 

11.2 

6.1 

6.7 

10.5 

8.4 


4,804 
124 

3,583 

2,807 

776 

1,345 

938 
1,040 
2,538 

412 


1,373 
72 

828 
662 

166 
617 

163 

253 

953 

76 


30.7 
31.8 

27.2 
27.0 

27.4 
39.4 

27.2 

32.7 
35.0 
27.3 


1,716 
30 

1,350 

1,147 

202 

396 

402 
393 
803 
148 


815 
25 

559 

467 

92 

280 

138 

163 

482 

56 


28.6 

58.  1 

23.1 
23.6 
21.4 
45.9 

17.4 
24.3 
37.5 
18.4 


47.5 

(B) 

41.4 
40.7 
45.5 
70.7 

34.3 

41.5 
60.0 
37.8 


b  Base  less  than  75,000. 


Table  6.    Weighted  Average  Thresholds  at  the  Poverty  Level  in  1970  by  Size  of  Family  and  Sex  of  Head, 

by  Farm-Nonfarm  Residence 


Size  of  fami ly 


Male 
head1 


Female 
head' 


Male 
head* 


Fema 1 e 
head1 


related  individuals. 

Under  65  years 

65  years  and  over 


Al 


t  es 

ill£ 

Heaa    under  65   years. . . . 
65    years   and  over. 

us 

nfi 

ions 

us 

7   or   more   persons 


'1.947 
2.005 
1.K52 

3,850 
2,507 
2,589 
2,328 
3,080 
3,944 
4,654 
5,212 
6,407 


$1,954 
2,010 
1,861 

3,601 
2,525 
2,604 
2,348 
3,099 
3,968 
4,680 
5  ,  260 
6,468 


$2,044 
2,092 
1,879 

3,640 
2.534 
2,619 
2,349 
3,113 
3,970 
4,684 
5,263 
6,486 


$1,898 
1,935 
1,855 

3,305 
2,471 
2,522 
2,336 
3,003 
3,948 
4,639 
5  ,  220 
6,317 


$1,651 
1,727 
1,586 

3,147 
2,131 
2,218 
1,994 
2.628 
3,385 
4,000 
4,490 
5,518 


$1,697 
1,778 
1,597 

3,164 
2,138 
2,225 
1,996 
2,635 
3,387 
4,002 
4,491 
5,521 


$1,602 
1,644 
1,576 

2,845 
2,036 
2,104 
1,972 
2,511 
3,345 
3,963 
4,441 
5,472 


I  1 1 ed  individuals,  sex  of  the  individual. 
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Table  7.   Size  of  Income  Deficit  for  Families  and  Unrelated  Individuals  Below  the  Poverty  Level  in  1970. 

by  Sex  and  Race  of  Head 

(Families  and  unrelated  Individuals  as  of  March  1971 


Size  of  Income  deficit 


FAMILIES 

Number thousands 

Percent 

$1  to  $249 

$250  to  $499 

$500  to  $999 

$1,000  to  $1,499 

$1,500  to  $1,999 

$2,000  to  $2,999 

$3, 000  and  over 

Median  Income  deficit 

Mean  Income  deficit 

Deficit  per  family  member 

UNRELATED   INDIVIDUALS 

Number thousands 

Percent 

$1  to  $249 

$250  to  $499 

$500  to  $749 

$750  to  $999 

$1,000  to  $1,499 

$1, 500  and  over 

Median  Income  deficit 

Mean  Income  deficit 


All  races 


5,214 

100.0 


12.6 

12.3 
21.3 
16.7 
10.9 
15.2 
11.1 

$1,110 

1,419 

361 


ioo.o 


16.5 
20.4 
17.1 
14.6 
16.2 
15.0 

$690 
806 


Male 
head' 


3,280 
100.0 


14.7 
13.8 
21.8 
17.2 

9.4 
13.2 

9.8 

$989 

1,309 

333 


1,431 
100.0 


16.5 
16.5 
15.1 
13.0 
16.7 
22.1 

$787 
917 


Female 
head  ' 


1,934 
100.0 


8.9 
9.7 
20.3 
15.8 
13.6 
18.6 
13.2 

$1,350 

1,604 

407 


3,592 
100.0 


3,701 
100.0 


13.5 
13.2 
22.5 
16.4 

9.9 
15.0 

9.5 

$1,024 

1,337 

370 


100.0 


17.3 

21.5 
17.2 
14.0 
15.7 
14.2 

$663 
785 


Male 
head  l 


2,604 
100.0 


15.2 
13.9 
22.6 
17.0 

8.6 
13.6 

9.1 

$955 

1,279 

348 


100.0 


17.4 
16.9 
15.7 
13.3 
14.8 
21.8 

$750 
896 


Female 
head' 


1,097 
100.0 


9.6 
11.2 
22.2 
14.9 
13.0 
18.5 
10.5 

$1,219 

1,475 

428 


3,033 
100.0 


17, 
23. 
17, 
14. 
16. 
11. 


5635 
745 


Negro 


1,445 
100.0 


$1,316 

1,621 

344 


$813 
894 


Male 
head1 


625 

100.0 


13.1 
12.8 
20.0 
17.9 
11.7 
11.8 
12.8 

$1,109 

1,427 

291 


100.0 


13.0 

15.7 
12.0 
13.7 
22.3 
23.3 

$916 
983 


Female 
head' 


820 
100.0 


7.8 
7.7 
17.8 
17.0 
14.5 
18.4 
16.8 

$1,492 

1,769 

387 


'For  unrelated  Individuals,  sex  of  the  individual. 


Table  8.   Distribution  of  Poor  Families  and  Unrelated  Individuals  and  Aggregate  Income  Deficit: 

1970,  1969,  and  1959 

(Families  and  unrelated  individuals  as  of  March  of  the  following  year.   Deficit  in  1970  dollars) 


Presence  of  related  children 
under  18  years  and  sex  of  head 


All  races 


Negro  and  other  races 


NUMBER  BELOW  POVERTY  LEVEL 
thousands 

Total 

All  families 

Male  head 

No  children 

With  children 

Female  head 

No  children 

With  children 

Unrelated  individuals  14  years  and  over 

Male 

Female 

AGGREGATE  INCOME  DEFICIT 

mill  ions j 

Total 

All  families 

Male  head 

No  children 

Wlti  children 

Female  head 

No  children 

With  children 

Unrelated  individuals  14  years  and  over 

Male 

Femal e 


10,237 


9,801 


13,248 


7,822 


7,517 


10,226 


2,416 


2,284 


5,214 
3,280 
1,484 
1,796 
1,934 
268 
1,666 
5,023 
1,431 
3,592 


$11,447 


4,950 
3,146 
1,438 
1,710 
1,804 
307 
1,496 
4,851 
1,379 
3,472 


$10,723 


8,320 
6,404 
2,486 
3,918 
1,916 
391 
1,525 
4,928 
1,552 
3.376 


$18,220 


3,701 
2,604 
1,278 
1,326 
1,097 
209 
888 
4,121 
1,088 
3,033 


$8,182 


3,555 
2,490 
1,236 
1,256 
1,065 
226 
837 
3,962 
1,048 
2,914 


$7,706 


6,185 
4,952 
2,088 
2,864 
1,233 
285 
948 
4,041 
1,158 
2,883 


$13,073 


1,514 
677 
206 
471 
837 
59 
778 
902 
343 
559 


$3,265 


1,395 
656 
202 
454 
739 
81 
658 
889 
332 
557 


$3,019 


7,399 
4,294 
1,333 
2,961 
3,105 
248 
2,857 
4,048 
1,312 
2,736 


6,729 
3,913 
1,236 
2,678 
2,815 
253 
2,563 
3,994 
1,232 
2,763 


13,076 
9,535 
2,505 
7,030 
3,540 
405 
3,135 
5,144 
1,593 
3,551 


4,948 
3,328 
1,155 
2,173 
1,620 

191 
1,429 
3,234 

976 
2,258 


4,520 
2,981 
1,054 
1,931 
1,539 

175 
1,360 
3,186 

903 
2,282 


8,904 
6,726 
2,085 
4,641 
2,178 
292 
1,886 
4,169 
1,176 
2,994 


2,451 
966 
178 
788 

1,485 
B 

1,428 
814 
336 
478 


2,208 
933 
183 
749 

1,275 
78 

1,198 
811 
330 
482 


3,022 


2,135 
1,452 
398 
1,054 
683 
106 
577 
887 
394 
493 


$5,141 


4,169 
2,805 
422 
2,383 
1,363 

B 

1,249 

972 

416 

557 


B  1970  base  less  than  75,000;  1959  base  less  than  200,000. 
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Table  9.   Persons  Below  the  Near-Poverty  Level  in  1970  by  Family  Status  and  Sex  and  Race  of  Head 

(Numbers  in  thousands.   Persons  as  of  March  1971) 


Family  status 


All  races 


Male 
head1 


Female 
head* 


White 


Male 
head1 


Female 
head1 


Negro  ■ 


Male 
head1 


Female 
head1 


NUMBER   BELOW  NEAR-POVERTY  LEVEL2 


All    persons. 


35,752 


21,985 


13,767 


25,374 


16,673 


8,701 


9,789 


4,845 


In    families 

Head 

65   years   and  over 

Related   children   under   18  years 

Other   family   members 

Unrelated   individuals    14   years   and  over. 

65  years    and  over 


PERCENT    BELOW  NEAR-POVERTY  LEVEL2 


All   persons. 


29,433 
7,455 
1,763 

14,631 
7,347 
6,319 
3,487 


17.7 


20,183 
5,075 
1,482 
8,919 
6,189 
1,802 
714 


12.7 


In  families 

Head 

65  years  and  over 

Related  children  under  18  years 

Other  family  members 

Unrelated  individuals  14  years  and  over. 

65  years  and  over 


15.7 

14.4 
24.6 
20.9 

11.2 
41.1 
60.0 


12.1 
11.0 
24.1 
14.7 
10.2 
30.2 
50.6 


9,250 
2,380 
281 
5,713 
1,157 
4,517 
2,773 


47.2 


20,097 
5,496 
1,446 
9,184 
5,417 
5,277 
3,095 


14.3 


15,279 
4,084 
1,244 
6,365 
4,830 
1,394 
605 


10.7 


4,818 
1,412 

202 
2,819 

587 
3,883 
2,490 


40.2 


8,831 

1,859 

300 

5,160 

1,812 

958 

367 


4,494 

908 

222 

2,332 

1,254 

351 

97 


31.3 


46.7 
40.0 
27.7 
63.1 
24.1 
48.1 
63.1 


12.3 
11.8 
22.1 
15.5 
9.3 
39.3 
57.9 


10.1 
9.7 
21.9 
11.8 
8.8 
27.9 
47.8 


36.4 
32.2 
23.1 
53.5 
16.4 
46.2 
61.1 


37.7 
53.5 
52.3 
29.2 
54.8 
83.4 


30.7 
26.5 
52.2 
37  .6 
25.0 
42.1 
72.2 


4,943 


4,337 

951 

77 

2,827 
559 
606 
271 


68.1 


68.3 
63.1 
57.6 
77.1 
47.6 
66.4 
88.3 


xFor  unrelated  individuals,  sex  of  individual. 
2Below  125  percent  of  the  poverty  level. 

Note. — The  near-poverty  level  threshold  for  a  nonfarm  family  of  four  was  $4,960  in  1970.   Other  thresholds  at  the  near-poverty 
level  can  be  obtained  directly  by  multiplying  the  poverty  thresholds  shown  in  table  6  by  1.25. 
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Secretary  Kichardson.  If  it  were  that  simple,  Senator  Ribicoff,  it 
would  have  been  done. 

Senator  Ribicoff.  That  isn't  true.  What  is  simple  often  isn't  done. 
What  is  complex  is  done  and  we  get  wedded  to  a  program.  Having  been 
in  all  phases  of  government,  as  you  have,  I  know  the  bureaucratic  box 
that  people  get  into.  When  a  program  is  passed,  whether  it  works  or 
not,  it  is  very  seldom  taken  off  the  books,  and  those  of  us  who  have  been 
in  government  appreciate  that.  You  build  up  a  constituency,  you  build 
up  a  pressure  group,  and  the  program  is  there  to  stay.  I  have  often  felt 
I  would  like  to  see  a  session  of  a  legislature,  a  session  of  the  Congress 
repeal  more  laws  than  it  passes,  I  think  the  whole  country  would 
be  better  off. 

Now,  the  question  comes,  what  do  all  these  programs  achieve,  I  am 
curious  to  know  how  many  people  have  actually  been  taken  out  of 
poverty  by  the  $34  billion  that  we  are  spending. 

Secretary  Richardson.  Well,  I  think  we  can  provide  this,  of  course, 
by  way  of  at  least  amounts  which  are  paid  out  of  the  social  security 
trust  funds,  who  gets  them,  what  their  income  level  is,  and  so  on. 

The  point  I  was  making  though  is,  that  it  is  going  to  be  very  difficult 
to  rank  programs  in  order  of  priority.  The  Office  of  Management  and 
Budget  and  its  predecessor,  the  Bureau  of  the  Budget,  have  issued 
similar  requests  from  time  to  time  and  people  in  HEW,  before  my 
recent  tenure,  have  come  up  with  what  they  thought  were  the  lowest 
priority  programs.  Well,  it  happens  that  the  lowest  priority  programs 
are,  I  think,  all  in  the  category  of  those  which  are  invariably  increased 
by  the  Appropriations  Committee.  The  very  character  of  these  pro- 
grams is  such  that  it  is  virtually  impossible  to  develop  an  objective 
yardstick  which  tells  you  what  price  mental  retardation  versus  adult 
illiteracy  versus  research  into  sickle  cell  anemia  or  any  of  the  other 
kinds  of  programs,  extending  from  the  aged  to  children  through 
migrants  through  the  inner-city  slums.  The  result  is,  therefore,  that 
every  single  one  of  these  programs  can  and  does  have  strong  support- 
ers whose  principal  appeal  to  us  in  HEW  is  that  you  have  not  spent 
enough.  I  think  it  is  fair  to  say  that  more  copy  is  written  and  more 
words  are  uttered  in  the  Congress  about  why  HEW  has  not  done  more 
about  this  or  that,  than  on  any  other  single  subject. 

So  I  am  not  sure  to  what  extent  we  can  provide  a  truly  objective 
ranking  and  order  of  things  in  which  there  is  inherently  no  objective 
yardstick  for  saying  which  is  more  important  than  another. 

I  have  been  groping  since  I  have  been  in  the  Department  for  op- 
portunities to  achieve  significant  savings  in  one  area  or  another  in 
order  to  be  able  to  move  forward  with  what  have  seemed  to  me  to  be 
priorities.  We  are  going  to  be  perhaps  under  greater  pressure  than 
ever  in  anticipation  of  the  fiscal  year  1973  to  do  this.  That  in  turn 
affects,  of  course,  the  level  of  expenditures  that  we  could  otherwise 
budget  for  welfare  reform. 

But  at  any  rate  I  respect  the  force  of  what  you  say.  I  think  it  is  a 
very  constructive  analysis  and  approach,  and  we  will,  within  the  time 
available,  do  our  best  to  respond. 
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New  York  Work  Relief  Program 

Senator  Ribicoff.  Now,  another  request,  Mr.  Chairman.  New  York 
City  under  the  new  New  York  State  law  beginning  August  1,  is 
undertaking  to  assign  welfare  recipients  under  general  assistance  to 
work  off  their  welfare  payments.  They  will  be  assigned  various 
functions  within  the  public  field.  I  would  like  to  request  that  HEW  out 
of  its  New  York  regional  office,  monitor  what  is  happening  with  this 
program  and  come  back  to  us  in  September  with  a  report  on  the  month 
of  August.  I  imagine  we  will  still  be  on  this  bill  in  October  so  we 
can  also  have  a  report  on  September,  to  find  out  how  that  New  York 
program  is  working.  I  think  it  might  give  us  some  insights  in  our  own 
committee  about  what  we  might  like  to  do  with  different  work  pro- 
grams. Irrespective  of  our  philosophies,  I  think  every  member  of  this 
committee  is  concerned  about  having  more  work  in  the  welfare 
program. 

I  would  hope,  Mr.  Secretary  that,  in  addition  to  having  somebody 
from  your  New  York  regional  office  work  on  this,  you  would  convey  to 
Secretary  Hodgson  from  the  Labor  Department  our  request  that  his 
department  assist  in  monitoring  the  New  York  experience  that  will  be 
starting  on  August  1st.  I  would  also  hope,  Mr.  Chairman,  that  we 
could  have  Mr.  Stern  of  our  own  staff  look  into  it  for  the  committee. 

Secretary  Richardson.  We  will  be  glad  to  do  that. 

Senator  Ribicoff.  Thank  you  very  much. 

Senator  Hansen.  Would  the  Senator  yield. 

Giving  Money  to  the  Poor  Rather  Than  Spending  Money  on 

Programs  for  the  Poor 

Mr.  Chairman,  I  am  very  greatly  interested  in  the  observations 
which  have  just  been  made  by  the  distinguished  Senator  from  Con- 
necticut. I  am  wondering,  is  it  his  feeling  that  if  we  could  get  an 
idea  of  the  number  of  people  below  the  poverty  level  now  and  put 
more  of  the  dollars  that  are  being  spent  in  these  multitudinous  pro- 
grams into  programs  that  would  bear  directly  on  the  relief  of  those 
people  we  might  very  well  wipe  out  poverty  in  the  country  at  the 
present  time.  Is  that  the  thrust  of  your  remarks. 

Senator  Ribicoff.  This  is  what  I  am  thinking  about.  To  me,  frankly, 
a  person  is  poor  because  he  doesn't  have  money.  If  we  are  talking 
about  eliminating  poverty,  and  this  is  the  thrust  of  the  programs  we  are 
working  on,  let's  try  to  figure  out  how  we  can  do  it.  This  is  directly  our 
responsibility,  too.  We  are  just  as  much  at  fault  as  the  executive 
branch.  We  talk  about  reordering  our  priorities,  but  look  only  at  the 
military  field,  I  am  for  reordering  priorities  in  the  military  area,  but  I 
think  we  have  an  obligation,  as  the  executive  does,  to  reorder  our  pri- 
orities in  the  domestic  field. 

Now  many  of  these  168  programs  are  worthwhile  and  you  are  going 
to  want  many  to  continue.  But  we  have  to  weigh  and  evaluate  what  is 
more  important.  If  some  of  these  programs  are  supposed  to  eliminate 
poverty,  and  don't  and  if  you  could  take  the  same  amount  of  money 
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and  eliminate  poverty  by  increasing  the  direct  payments  to  a  family 
of  four,  to  the  childless  couple,  and  to  single  individuals,  then  this  is 
what  we  might  want  to  do. 

Need  for  an  Alternative  to  H.R.  1 

I  may  be  all  wrong,  Senator  Hansen,  but  I  think  if  we  don't  come 
up  with  some  original  thinking  and  try  to  explore  fields  that  haven't 
been  explored  before,  we  won't  be  doing  our  duty.  I  know  from  last 
year  and  this  year  that  every  man  on  this  committee,  irrespective  of 
his  philosophy,  is  deeply  concerned  about  this  problem.  What  I  am 
interested  in  is  generating  the  information  to  see  if  we  in  this  commit- 
tee can  evolve  a  program  different  than  H.R.  1.  As  I  gather  it,  I  don't 
see  a  person  around  this  table  who  is  satisfied  with  H.R.  1.  We  are  all 
concerned  about  it.  Now  it  may  be  that  all  of  us  together  can  come  up 
with  some  amendments  to  this  program.  Perhaps  we  can't,  But  I  think 
we  ought  to  give  it  a  try,  Mr.  Chairman. 

Definition  of  Poverty  and  Question  of  Motivation 

Senator  Hansen.  If  I  could,  Mr.  Chairman,  just  let  me  make  this 
observation.  I  find  myself  in  agreement  with  the  Secretary  and  I 
think  I  understood  him  to  imply  that  it  may  not  be  as  simple  as  we 
would  hope  that  it  is.  I  spent  part  of  the  weekend  reading  the  effect 
of  three  income  maintenance  programs  on  work  effort,  a  study  under- 
taken under  the  auspices  of  the  U.S.  Chamber  of  Commerce  by  Alfred 
and  Dorothy  Telia.  I  don't  presume  to  say  I  understand  all  that  I 
read  but  it  does  raise  some  questions  which  include  these.  I  mean  it 
raises  at  least  these  questions  in  my  mind.  What  is  poverty  ?  I  suspect 
that  we  have  arbitrarily  said  that  poverty  connotes  that  condition  of 
a  person  or  a  family  whose  income  is  below  a  certain  level.  When  we 
say  that  I  think  we  have  to  recognize  that  inflation  plays  a  part  in 
the  community  where  the  poverty  level  is.  In  other  words,  back  in  the 
thirty's  $2,400  a  year  would  have  been  a  pretty  darned  good  income. 

It  is  not  adequate  today  in  the  minds  of  most  people  because  it  does 
not  provide  them  with  the  ability  to  buy  most  of  the  things  they  think 
they  must  have  if  they  are  to  be  above  the  poverty  level. 

The  question  of  motivation  arises  in  my  mind.  "What  happens  to 
people  if  we  were  to  say  we  will  identify  the  25.5  million  Americans 
below  the  poverty  level  and  add  to  their  income,  supplement  their 
income,  in  a  fashion  so  as  to  bring  them  above  that  line.  What  hap- 
pens to  motivation?  Will  they  fail  then  to  earn  the  $11.4  billion  that 
they  are  presently  earning?  What  will  happen  to  other  people  as 
well  who  may  have  been  watching  what  is  going  on  and  who  are  not 
now  in  the  poverty  level  but  who  may  decide  they  are  not  as  wise  as 
those  who  are.  Maybe  they  should  change  their  ideas. 

I  think  these  are  questions  that  are  corollary  to  what  we  are  talking 
about  at  this  moment.  So  it  seems  to  me  that  there  may  be  real  merit 
in  examining  closely,  if  we  can,  what  the  attitudes  of  peoples  are,  how 
they  respond  to  certain  things  that  take  place,  and  I  can  only  say,  in 
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conclusion,  that  it  is  a  pretty  darned  complicated  problem,  it  seems  to 
me. 

Senator  Ribicoff.  Just  because  it  is  complicated  doesn't  mean  we 
shouldn't  give  our  attention  to  it. 

Senator  Hansen.  I  agree  with  you,  I  am  in  complete  accord  with 
your  thought  to  go  ahead  and  find  out  as  much  as  we  can,  and  I 
think  any  information  we  can  get  that  is  relevant  to  our  consideration 
of  this  bill  certainly  should  be  used  and  should  be  available  to  us. 

Money  for  the  Poor  vs.  Programs  for  the  Poor 

Senator  Ribicoff.  I  just  want  to  point  out  on  page  6  of  the  Secre-' 
tary's  testimony  of  last  week  is  his  statement  "the  President's  income 
strategy  is  designed  to  provide  the  poor  with  what  they  need  the  most 
to  get  out  of  poverty,  money"  so  the  Secretary  and  I  are  in  complete 
agreement  with  the  President.  If  that  is  the  case  let's  find  out  how  we 
can  get  them  money  instead  of  a  lot  of  bureaucratic  programs  that  get 
them  no  money,  that  cost  billions  of  dollars  and  still  keep  them  in 
poverty. 

I  think  this  is  what  we  have  to  examine. 

Senator  Hansen.  As  I  understood  your  statement  we  need  a  total 
of  $29.9  billion  to  do  the  job  for  all  of  these  people  who  are  in  poverty 
and,  this  group  presently  is  earning  $11.4  billion. 

Senator  Ribicoff.  $18  billion.  They  have  income  of  $18  billion. 

Senator  Hansen.  I  see,  it  is  $11.4  billion  more  which  is  the  gap. 

Senator  Ribicoff.  It  is  an  $11  billion  gap  that  will  take  everybody 
in  America  out  of  poverty. 

Senator  Hansen.  I  just  misread  my  notes.  They  are  earning  $18.5 
billion  now. 

Senator  Ribicoff.  They  are  getting  one  way  or  another,  $18  billion, 
$29  billion  is  needed  and  they  are  getting  $18  billion. 

Senator  Hansen.  They  need  $11.4  billion. 

Senator  Ribicoff.  $11  billion  more  would  take  everybody  out  of 
poverty. 

Senator  Hansen.  Then  my  question  would  be,  does  the  Senator 
agree  with  me  that  it  may  be  important  to  determine  as  best  we  can 
what  may  be  the  effect,  say  we  are  going  to  make  available  $11.4  bil- 
lion extra  money  to  these  people  in  poverty,  would  it  be  of  interest  to 
him  to  try  to  determine,  if  we  could,  what  might  happen  to  this  $18.5 
billion  they  are  already  receiving  % 

Senator  Ribicoff.  I  don't  intend  at  all  to  hand  out  $11  billion  in 
cash.  We  are  planning  now  to  have  work  provisions  that  everybody  who 
can  work  will  work  in  one  form  or  another,  whether  it  is  Senator  Long 
or  you,  Senator  Hansen  or  myself,  I  have  a  pretty  good  idea  we  will 
see  eye  to  eye  on  that. 

But  what  I  am  pointing  out  is  that,  if  $11  billion  is  now  being  ex- 
pended on  programs  that  don't  get  money  to  the  poor,  and  if  they  are 
still  poor,  let  us  then  determine  what  we  do  with  that  $11  billion.  If 
the  administration's  objective  is  to  give  people  money  to  get  them  out 
of  poverty  and  if  we  have  already  done  that  with  aged  couples  who  are 
to  receive  $2,400  which  is  the  poverty  level  for  two,  that  means  you  have 
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to  find  another  $1,500  for  a  family  of  four  to  give  them  the  equivalent 
of  what  the  older  couples  will  receive.  You  also  then  will  have  to  find 
sufficient  funds  to  take  care  of  the  single  person  or  the  childless  couple 
if  we  are  going  to  move  everybody  out  of  poverty.  These  groups  are  not 
covered  by  H.R.  1. 

But  I  still  support  having  all  people  able  to  work  provided  the  oppor- 
tunity to  work  rather  than  just  handing  them  money.  But  for  those 
who  are  unable  to  work,  whether  they  are  blind,  elderly  disabled  or 
mothers  with  children  of  one,  two,  or  three  years  of  age,  there  is  no 
alternative,  to  giving  them  the  money. 

I  am  not  asking  you  to  find  $11  billion.  I  am  just  asking  whether  there 
is  $11  billion  that  we  are  now  spending  that  we  can  spend  for  a  better 
purpose  and  that  is  to  get  people  out  of  poverty.  That  is  my  objective. 

Senator  Hansen.  Thank  you. 

The  Chairman.  Senator  Hansen,  if  you  want  to  ask  more  questions, 
go  right  ahead.  I  was  going  to  call  you  next  anyway. 

Secretary  Richardson.  Mr.  Chairman. 

The  Chairman.  Yes. 

Secretary  Richardson.  I  think  it  might  help  anticipate  some  ques- 
tions as  well  as  responses  to  some  of  the  points  I  already  made  if  I 
could  go  forward,  as  I  requested  at  the  close  of  the  last  hearing,  and 
describe  the  interrelationships  among  break  even,  tax  rate,  and  so  on. 

The  Chairman.  If  I  might  just  suggest,  Mr.  Secretary,  I  would  sug- 
gest that  we  permit  Senator  Hansen  and  Senator  Byrd  and  Senator 
Griffin  and  Senator  Nelson  to  ask  the  questions  they  have  in  mind  and 
then  I  will  offer  you  the  opportunity  to  present  it  if  that  is  all  the  same 
with  you. 

Impact  or  H.R.  1  on  the  Poor 

Secretary  Richardson.  All  right.  May  I  just  make  two  brief  com- 
ments then  on  the  colloquy  between  Senator  Hansen  and  Senator  Ribi- 
coff.  One  is  that  when  we  are  considering  any  increase  in  the  basic  bene- 
fits under  a  welfare  reform  program,  that  is  any  increase  above  a  $2,400 
minimum  for  a  family  of  four  which  is  in  H.R.  1,  or  any  reduction  in 
the  tax  rate,  the  effect  is  an  increase  in  the  break  even.  Now  the  break 
even  under  H.R.  1  is  $4,320.  That  means  therefore,  either  of  these 
actions,  a  reduction  in  the  tax  rate  or  an  increase  in  the  basic  benefit, 
is  not  particularly  poverty  effective  because  more  money  will  be  going 
to  families  with  incomes  of  more  than  $4,320. 

The  other  point  to  be  made  is  that  H.R.  1  would  in  itself  meet  about 
60  percent  of  the  $11  billion  that  Senator  Ribicoff  identifies  as  neces- 
sary to  eliminate  the  poverty  gap.  This  is  true  because  of  the  combi- 
nation of  family  benefits  and  increased  minimum  for  the  adult  cate- 
gories and  the  social  security  benefit  changes. 

The  Chairman.  Senator  Hansen. 

Senator  Hansen.  Let  me  yield  to  someone  else. 

The  Chairman.  Senator  Fannin. 

Senator  Fannin.  Thank  you,  Mr.  Chairman. 

I  know  that  we  all  want  to  start  out  with  the  right  premise.  I  am 
looking  at  my  own  State  and  trying  to  analyze  what  is  happening 
and  to  tie  that  in  with  the  projections  that  have  been  made. 
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Projected  Future  Caseload  Increases  Under  H.R.  1 

Just  as  a  matter  of  illustration,  Mr.  Secretary,  on  page  31  of  the 
Committee  Print,  "Welfare  Programs  for  Families" — the  caseloads 
are  projected  through  1977  and  show  a  decline  from  25.6  to  24.4  million 
persons.*  If  you  were  to  project  these  curves  for  each  covered  group 
(aged,  blind,  disabled,  AFDC,  and  working  poor)  through  1982  (an- 
other 5  years)  the  caseloads  would  in  reality  drop  to  an  estimated  24.2 
million  people  on  family  assistance  and  then  begin  a  slow  rise  in  num- 
bers. It  has  been  indicated  that  these  figures  would  decrease.  Could 
you  explain  the  discrepancy  ? 

Secretary  Richardson.  I  am  afraid  I  am  not  sure  that  I  under- 
stood what  discrepancy  you  were  referring  to. 

Senator  Fannin.  There  is  a  discrepancy  when  you  take  the  figures 
that  you  have  projected  through  1977  you  show  a  decline  from  25.6 
to  24.4,  that  is  in  the  welfare  programs  for  families  on  page  31  of  the 
committee  print.  If  you  project  these  curves  to  reach  the  covered 
group,  the  aged,  blind,  disabled.  AFDC,  and  working  poor  through 
1982,  another  5  years,  you  get  a  different  figure,  and  I  say  I  don't 
want  to  nit  pick  but  just  wondering  whether  or  not  we  have  given  full 
consideration  to  these  projections. 

For  instance  in  my  State  of  Arizona  we  have  a  great  number  of 
Indian  families  and  I  feel  under  the  family  assistance  plan  we  will 
probably  have  a  figure  of  around  70  percent  being  under  that  pro- 
gram. I  have  discussed  with  Secretary  Veneman  and  others  because 
we  are  concerned  when  we  consider  what  has  happened  with  welfare 
on  the  reservations  and  then  try  to  determine  what  we  can  project  in 
the  future  on  those  reservations  under  the  family  assistance  plan. 

Secretary  Richardson.  Well,  if  I  understand  you,  Senator,  the 
question  is  how  do  we  account  for  the  reduction  in  the  number  of 
recipients  under  the  family  program. 

Senator  Fannin.  Yes.  In  one  instance  you  show  a  decline,  in  an- 
other instance  you  show  a  rise,  that  is  what  I  am  getting  at. 

In  other  words,  when  you  are  taking  the  same  people  who  would 
be  considered  in  each  instance  but  then  in  one  of  your  projections 
you  show  a  decline  and  in  the  other  projection  you  show  an  increase. 

Secretary  Richardson.  Well,  the  reason  basically  for  the  projected 
decrease  in  numbers  of  families  under  H.R.  1  is,  in  the  first  place,  that 
there  would  be  a  reduction  attributable  to  relative  increases  in  family 
income  as  a  result  of  wage  rate  increases  during  this  period.  This 
would  have  the  effect  of  bringing  some  of  these  families  out  of  pov- 
erty. This  factor  is  one  that  is  based  upon  studies  of  the  population 
by  the  Bureau  of  Census. 

Senator  Fannin.  I  agree  everything  is  relative,  though  if  you  had 
inflation  continuing  you  may  have  a  difficult  time  bringing  them  out 
of  poverty  because  of  that.  Just  another  figure 

Secretary  Richardson.  This  is  in  constants  in  any  event. 

Senator  Fannin.  Yes. 

Secretary  Richardson.  I  think  a  way  of  making  this  more  con- 
crete, Senator,  would  be  to  look  at  page  13  of  the  same  Committee 
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Print,  chart  6,*  which  shows  the  declining  numbers  under  H.R.  1,  and 
the  projection  under  present  law — and  which  points  out  on  the  op- 
posite page 

Senator  Fannin.  What  page  is  that? 

Secretary  Richardson.  Page  13,  chart  6. 

Senator  Fannin.  Yes ;  I  have  it. 

Secretary  Richardson.  And  as  pointed  out  on  the  opposite  page, 
"In  the  view  of  HEW  the  primary  differences  between  AFDC  and 
the  proposed  family  program  which  lead  to  these  different  growth 
assumptions  are :  ( 1 )  replacing  a  monthly  with  an  annual  accounting 
period,  (2)  replacing  poor  quality  control  with  an  efficient  automated 
national  system,  (3)  changes  in  earnings  disregards  and,  (4)  replac- 
ing minimal  efforts  of  training  and  job  creation  with  a  much  larger 
and  more  affective  program." 

There  is  also  the  x  factored  in  the  projection  I  was  speaking  of; 
always  a  number  of  families  who  would  work  themselves  out  of  pov- 
erty as  a  result  of  wage  level  changes.  Here  you  can  assume  a  con- 
stant either  way  with  respect  to  inflation. 

Senator  Fannin.  If  that  happens,  Mr.  Secretary,  according  to  those 
projections  the  number  of  working  poor  on  family  assistance  benefit 
would  decrease. 

Secretary  Richardson.  Yes. 

Senator  Fannin.  If  the  total  numbers  covered  by  FAP  do  not  drop 
below  24  million,  then  it  would  mean  the  costs  for  these  remaining 
people — at  present  levels  of  H.R.  1  support — would  be  higher  because 
they  represent  non working  persons  on  full  benefits. 

If  we  are  working  those  people  off  we  would  leave  a  greater  per- 
centage on  full  benefits,  would  we  not  ? 

Secretary  Richardson.  Well,  there  would  be  a  mix  between  the 
working  poor  who  are  members  of  families  in  which  there  is  a  wage 
earner  working  full  time  now,  and  female  headed  families  now  under 
the  AFDC  program,  in  which  the  mother  would  be  working  more  than 
she  is  now  as  a  result  of  the  availability  of  training,  day  care,  and  so 
on.  Thus,  there  would  be  involved  a  considerable  number  of  people 
who  were  receiving  less  than  full  benefits  but  who  are  still  counted 
as  numbers  on  the  rolls. 

Senator  Fannin.  Yes,  but  wouldn't  that  percentage  increase  ? 

In  other  words,  unless  the  input  was  changed  with  what  you  have 
projected  then  that  should  decrease  with  time.  In  other  words,  we 
would  still  have  a  greater  number,  as  we  project  on  the  figures  given, 
we  would  have  percentagewise  a  greater  number  that  would  be  on  full 
benefits. 

Secretary  Richardson.  I  don't  think  that  follows,  Senator.  Take  for 
instance,  the  mother  who  is  given  some  training  and  who  takes  a  job 
at  the  level  of  $1.20  an  hour — which  we  discussed  the  other  day — three 
quarters  of  the  present  minimum  wage.  She  might  well  be  in  a  situa- 
tion where,  as  a  result  of  receiving  this  wage,  given  the  number  of  her 
children  and  so  on,  the  total  was,  after  disregards,  still  less  than  the 
benefit  level,  in  which  case  she  would  get  some  benefits.  So  she  and  her 
children  would  be  counted  on  the  rolls  among  the  numbers  enrolled  in 
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the  program,  but  the  amount  of  money  she  would  be  receiving  would  be 
comparatively  small. 

We  have  elsewhere  shown  projections  to  the  general  effect  that  the 
costs  of  the  H.R.  1  programs  as  of  1977  would  be  about  the  same  or 
below  the  costs  of  current  law.  This  is  one  of  the  reasons  why  that  is 
so. 

Estimated  Administrative  Costs  Under  H.R.  1 

Senator  Fannin.  Well,  now  on  that  line  of  thinking,  I  notice  that  in 
table  6,  the  welfare  program  committee  print  that  on  pages  34  and  35 
you  project  the  costs  of  administering  H.R.  1  at  $300  million  above 
present  costs.*  In  light  of  the  establishment  of  two  new  offices  at  the 
national  level,  the  Department  of  Labor,  both  taking  this  program 
over,  the  expansion  of  other  national  offices  and  the  creation  of  new 
regional,  State,  and  local  (area)  offices,  how  can  you  assure  this  com- 
mittee that  the  costs  for  administering  this  program  won't  be  far 
higher  than  the  projections'?  Some  estimate  that  it  may  cost  double. 
What  is  your  thought  in  this  regard  ? 

Secretary  Richardson.  Well,  we  think  these  are  pretty  good  esti- 
mates. They  are  based  on  a  considerable  amount  of  experience  in  the 
administration  of  payments  programs,  particularly  by  the  Social  Se- 
curity Administration.  The  cost  increase  over  last  year  is  attributable 
largely  to  the  Federal  administration  of  the  adult  categories,  which 
was  not  previously  proposed. 

Relationship  With  Ongoing  Programs  for  Indians 

Senator  Fannin.  I  don't  understand  how  we  can  have  all  these  new 
offices  and  evidently  increased  personnel,  $300  million  is  a  lot  of 
money,  but  still  when  we  start  looking  at  what  the  programs  are  cost- 
ing us  now  unless  we  can  eliminate  the  duplication  that  is  in  existence 
presently,  and  I  certainly  observe  it  in  my  State  and  I  am  sure  other 
Senators  do,  we  may  have  a  more  serious  problem  because  we  do  have 
a  large  Indian  population,  and  a  tremendous  duplication  of  effort 
when  you  consider  all  the  programs  under  BIA  and  under  other  agen- 
cies and  then  consider  the  FAP,  I  just  wonder  how  you  are  going  to 
tie  these  together,  what  will  your  relationship  be  with  BIA  in  that 
regard. 

Secretary  Richardson.  It  is  true,  Senator,  that  some  of  the  more 
difficult  administrative  problems  to  be  worked  out  do  involve  In- 
dians. I  can't  give  you  an  answer  directly  on  the  question  of  how  the 
relationships  with  the  Bureau  of  Indian  Affairs  would  be  worked  out. 
I  have  a  memorandum  which  summarizes  the  relationships  of  H.R.  1 
to  Indians,  and  perhaps  it  would  be  appropriate  for  me  to  insert  it  in 
the  record  at  this  point. 

Senator  Fannin.  I  would  appreciate  it. 

(The  following  was  subsequently  submitted  for  the  record  by  the 
Department:) 

Summary  of  the  Relationships  of  H.R.  1  to  Indians — Briefing  Memorandum 

H.R.  1  makes  no  direct  reference  to  Indians  and  in  no  way  distinguishes  them 
as  a  group  from  the  rest  of  the  potentially  eligible  population.  Accordingly,  all 
aspects  of  the  family  programs  may  be  applicable  to  the  Indian  population,  al- 
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though  their  implementation  may  require  policies  and  procedures  peculiar  to 
that  group.  The  major  areas  that  have  so  far  been  discrened  that  will  require 
special  attention  are  as  follows : 

2112. — The  need  to  provide  child-care  services  on  Indian  reservations  may  be 
especially  crucial  as  there  is  apparently  a  critical  shortage  of  such  facilities. 

2114(b)  (4)- — Public  Service — Employment  Programs:  It  must  be  clear  that 
the  language  of  this  section  will  permit  a  tribe  to  qualify  as  a  recipient  of  a 
grant  or  contract  for  funding  such  programs  on  the  reservation. 

2152(g)  (2)  (A). — Alcohol  and  Drug  Abuse:  Alcoholism  is  a  particularly  diffi- 
cult problem  on  Indian  reservations,  although  there  is  also  a  substantial  drug 
problem.  Particular  attention  will  have  to  be  given  to  the  availability  on  or  near 
the  reservation  of  approved  facilities  for  treatment. 

INCOME 

Section  2153. — While  income  to  an  Indian  family  will  in  general  be  treated 
no  differently  than  to  the  rest  of  the  population,  special  clarification  will  be 
needed  with  respect  to  income  derived  from  the  restricted,  allotted  land  a  family 
may  own.  For  example,  the  Internal  Revenue  Service  has  ruled  (Rev.  Rul.  67- 
284)  that  the  income  from  land  received  by  an  enrolled  member  of  an  Indian 
tribe  is  exempt  from  income  tax  where  each  of  the  following  tests  are  met : 

1.  The  land  in  question  is  held  in  trust  by  the  U.S.  Government. 

2.  Such  land  is  restricted  and  allotted  and  is  held  for  an  individual  "non- 
competent"  Indian  and  not  for  a  tribe. 

3.  The  income  is  derived  directly  from  the  land. 

4.  Any  statute,  treaty  or  other  authority  involved  evinces  Congressional  intent 
that  the  allotment  be  used  as  a  means  of  protecting  the  Indian  until  such  time 
as  he  becomes  competent. 

5.  The  authority  contains  language  indicating  clear  Congressional  intent  that 
the  land,  until  conveyed  in  fee  simple  to  the  allottee,  is  not  to  be  subject  to 
taxation. 

Consistent  with  this,  OGC,  HEW  has  ruled  that  income  derived  directly  by 
the  allottee  from  the  sale  of  crops  raised  on  the  land  as  well  as  income  from 
the  sale  or  exchange  of  livestock  raised  on  such  land,  does  not  constitute  net 
earnings  from  self -employment  under  Title  II,  Section  211  of  the  Social  Security 
Act.  Accordingly,  such  income  would  not  technically  fall  within  the  definition 
of  earned  income,  under  Section  2153(a)(1)(B)  of  H.R.  1.  The  treatment  of 
such  income  will  require  clarification. 

RESOURCES 

Section  2154. — Under  this  section,  land  which  does  not  constitute  a  part  of  an 
individual's  home  and  which  may  not  be  excludable  (within  limits)  as  an  in- 
come producing  item  necessary  to  a  family's  self-support,  must  be  counted  as  a 
family  resource.  It  is  clear  that  to  a  large  extent  the  Indians'  restricted,  al- 
lotted lands  are  not  farmed  directly  by  the  allottee,  but  are  leased  to  another 
party  for  grazing  or  mineral  exploration  rights.  The  leased  income  derived  by 
the  Indian  family  is  usually  quite  small  (well  below  6%  of  land  value).  How- 
ever, some  of  these  lands  have  a  fairly  substantial  market  value  (e.g.,  some  al- 
lotments are  worth  $30.00  an  acre,  many  allotments  are  at  least  160  acres,  worth 
about  $4800). 

Under  H.R.  1,  the  value  of  such  land  may  have  to  be  counted  against  the 
$1500  resource  limitation,  unless  some  special  rationale  can  be  held  applicable 
to  exclude  it. 

Some  tribes  have  expressed  serious  concern  about  any  pressure  that  might 
be  generated  by  H.R.  1  to  impel  the  sale  of  Indian  lands,  since  a  sale  to  a 
non-Indian  diminishes  the  size  of  the  reservation.  (The  land  is  normally  trans- 
ferable under  BIA  supervision. ) 

EVIDENCE   OF   ELIGIBILITY   FACTORS 

Section  2155.— It  is  contemplated  that  proof  will  be  secured  for  those  factors 
necessary  to  establish  family  (and  individual)  entitlement  to  assistance.  Thus, 
evidence  may  be  secured  of  family  relationship  (marriage,  adoption,  etc.),  age 
and  residence  in  the  household.  As  a  recipient  population  special  problems  may 
be  involved  in  establishing  such  factors,  since  for  example,  consideration  may 
have  to  be  given  to  the  applicability  of  tribal  customs  and  law  to  establishing 
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family  relationship.  Apparently,  most  records  pertaining  to  Indian  families 
(including  age  and  marriage),  are  maintained  by  the  Bureau  of  Indian  Affairs 
and  it  is  our  understanding  that  their  reliability  may  be  questionable. 

There  are  indications  that  there  may  be  an  unusually  high  occurrence  among 
the  Indian  population  of  unrelated  children  residing  in  the  household.  H.R.  1 
does  not  provide  for  assistance  to  such  children  as  members  of  the  family. 

2155(a)  (4). — provides  that  a  family  must  contain  at  least  one  child  who  is 
in  the  care  of  or  dependent  upon  another  family  member.  The  practice  is  wide- 
spread among  the  Indian  population  of  sending  post-elementary  school  children 
away  from  home  to  BIA  Indian  Boarding  Schools.  Under  existing  programs, 
some  States  hold  that,  where  this  is  the  only  child,  the  AFDC  family  has  termi- 
nated until  his  return — on  the  basis  that  dependency  has  ceased.  H.R.  1  does  not 
specifically  direct  itself  to  this  situation,  so  that  continued  eligibility  of  the- 
family  will  have  to  be  provided  by  regulation  stipulating  that  the  absence  from 
the  household  of  a  child  for  the  purpose  of  attending  school  will  not  terminate 
family  eligibility. 

Senator  Fannin.  I  don't  want  to  take  a  lot  of  time  on  that  and  I 
know  very  few  of  the  States  are  involved  and  I  know  I  talked  with 
you  individually  and  others  on  your  staff,  and  I  do  feel  it  is  perhaps 
a  unique  problem  in  our  State  and  maybe  three  or  four  or  five  other 
States  so  I  don't  want  to  dwell  on  it. 

Rehabilitation  Services 

I  am  concerned  with  the  rehabilitation  programs,  especially  Rehabil- 
itation Service  Administration,  because  this  is  about  our  only  hope  of 
vocational  services  for  these  people  if  we  could  increase  our  vocational 
service.  Now  in  H.R.  1  there  is  no  direct  appropriation  under  that 
program  to  work  with  the  welfare  family  that  I  can  find.  Do  you 
have  under  the  Rehabilitation  Service  Administration  any  appro- 
priation of  appreciable  amount  for  that  service,  their  work? 

Secretary  Richardson.  Yes.  There  is  a  new  appropriation  under 
H.R.  1  this  year  of  $100  million  for  service  to  people.  It  also  pro- 
vides at  various  points,  for  example,  that  rehabilitation  services  for 
alcoholics  must  be  provided,  and  that  the  alcoholic  who  fails  to  accept 
rehabilitation  services  is  not  eligible  for  benefits.  The  same  is  true 
with  other  rehabilitation  services  generally.  So  wre  are,  in  effect,  re- 
quired by  the  whole  thrust  of  the  law  to  assure,  so  far  as  possible,  the 
availability  of  rehabilitation  services.  Other  than  $100  million,  it  is 
not  quite  clear  whether  it  is  contemplated  that  this  be  a  100  percent 
Federal  funding  or  if  it  will  be  absorbed  in  effect  by  the  appropriation 
now  available  to  the  Rehabilitation  Services  Administration. 

Senator  Fannin.  I  just  wondered  what  specific  guarantees  there 
are  in  the  bill  to  show  people  who  receive  referrals  to  vocational  re- 
habilitation will  actually  receive  the  services.  Is  there  a  followup? 

Secretary  Richardson.  Yes,  there  is.  What  we  have  at  least  to 
build  on  here  is,  for  example,  the  present  relationship  that  now 
exists  under  the  old  age,  survivors,  and  disability  insurance  program 
under  which  the  Social  Security  Administration  refers  applicants  for 
disability  benefits  to  the  State  rehabilitation  agencies. 

The  Secretary  of  Labor  under  this  program  would  refer  disabled 
individuals  who  are  in  families  required  to  register.  The  Secretary 
of  HEW  would  be  required  to  refer  individuals  who  would  have  to 
register,  but  for  a  physical  disability.  This  means  then,  in  effect,  that 
we  have  to  assure  the  adequate  funding  of  rehabilitation  services. 
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The  Secretaries  concerned,  in  other  words,  must  be  assured  of  the 
ability  to  purchase  whatever  rehabilitation  services  are  necessary,  and 
this  will  mean,  to  a  differing  extent,  the  gearing  up  of  these  agencies 
wherever  required. 

Use  or  Present  State  Welfare  Employees  in  New  Programs 

Under  H.K.  1 

Senator  Fannin.  Well,  thank  you.  I  would  like  to  discuss  some  of 
the  particular  problems  we  have*  in  our  State,  because  of  the  Indian 
population,  with  you,  if  I  could  at  a  later  time.  Now,  I  would  like  to 
go  into  one  subject  for  the  record  because  I  think  you  made  it  clear 
in  response  to  another  question  given  to  you.  The  Governor  of  Arizona 
wrote  in  response  to  a  communication  with  the  State  director  of  public 
welfare,  and  expressed  concern  that,  I  quote : 

Middle  management  HEW  staff  members  have  let  it  be  known  that  they  plan, 
to  effectively  screen  out  the  state  employees  now  working  for  state  welfare 
agencies.  This  middle  management  group  has  made  no  secret  of  the  fact  they 
do  not  want  these  state  employees  in  federal  service. 

Now,  I  would  like  to  have  your  response  to  that.  I  think  I  have  had 
it  before  in  private  conversation  but  I  have  assured  the  Governor 
that  this  was  not  true.  I  don't  think  that  he  is  satisfied  with  that 
assurance. 

Secretary  Richardson.  Well,  we  appreciate  your  communicating 
that  assurance.  The  alleged  policy  with  respect  to  State  employees  is 
not,  in  fact,  true.  A  lot  of  work  has  been  done  since  last  year  with 
the  Civil  Service  Commission  and  with  various  employee  groups  to 
develop  a  plan  under  which  State  personnel  could  become  employed. 
It  is  expected  that  a  very  large  proportion  of  all  the  people  handling 
eligibility  determinations  and  income  maintenance  payments  under 
H.R.  1  would  be  people  taken  over  from  those  present  functions  in 
State  welfare  agencies,  and  there  would  be  required  under  this  plan 
an  offer  of  employment  in  Federal  service.  There  would  be  somewhat 
fewer  total  employees  in  the  Federal  system  than  there  are  now  in  the 
States,  so  there  could  be  no  guarantee  of  a  job. 

Senator  Fannin.  I  understand  that,  Mr.  Secretary.  But  have  you 
issued  a  bulletin  or  a  communication  to  the  States  or  to  your  offices 
in  the  different  areas  of  the  country  regarding  the  subject.  I  imagine 
it  is  something  that  comes  up  continuously. 

Secretary  Richardson.  I  think  the  statement  attributed  to  an  HEW 
staff  member  which  has  resulted  in  correspondence  with  the  Com- 
missioner of  Public  Welfare  referred  to  recruitment  for  the  Federal 
service  generally  rather  than  the  staffing  of  H.R.  1.  If  your  question 
is  have  Ave  transmitted  a  bulletin  to  our  own  field  offices  with  respect 
to  staffing  of  H.R.  1 

Senator  Fannin.  Outlining  just  what  would  be  intended. 

Secretary  Richardson.  I  don't  believe  we  have  done  this.  I  might 
ask  Mr.  Montgomery.  We  have  discussed  it  in  meetings  with  all  the 
State  administrators,  but  we  have  not  gotten  quite  that  far  down  the 
road,  given  the  present  State  of  the  legislation. 

Senator  Fannin.  Well,  thank  you  very  much,  Mr.  Secretary. 

The  Chairman.  Senator  Byrd. 

Senator  Byrd.  Thank  you,  Mr.  Chairman. 
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Request  for  Information  on  Poverty  Programs 

Mr.  Secretary,  I  think  the  information  submitted  by  Senator  Ribi- 
coff  is  highly  significant,  that  we  have  168  different  welfare  and 
poverty  programs  at  a  total  cost  of  $31  billion.  I  understand  approxi- 
mately $7  billion  of  this  is  for  social  security.  Of  course,  all  of  that 
would  not  be  involved  in  welfare  or  would  not  go  to  welfare  or 
poverty  recipients.  Senator  Ribicoff  asked  for  very  significant  figures, 
analysis  of  various  figures,  information  which  he  presented  which  I 
think  will  be  highly  important  to  the  committee,  and  I  would  like 
to  ask  for  just  one  additional  breakdown  when  you  reply  to  Senator 
Ribicoff's  inquiry. 

Besides  giving  him  what  he  wants,  I  wish  you  would  differentiate 
between  the  welfare  and  poverty  programs,  on  the  one  hand,  and  the 
social  security  program,  on  the  other,  if  they  can  be  separated. 

But  as  you  so  eloquently  pointed  out  in  previous  sessions  in  response 
to  some  questions  that  I  put  to  you,  the  purpose  of  the  two  programs 
are  entirely  different,  that  is  welfare  and  poverty,  on  the  one  hand, 
and  social  security  on  the  other. 

Just  one  other  comment  on  Senator  Ribicoff's  statement.  He  stated 
that  he  feels  he  would  like  to  see  some  legislative  body  at  sometime 
repeal  more  laws  than  they  passed.  I  certainly  want  to  second  that. 
Having  been  24  years  in  two  legislative  bodies,  I  feel  that  one  of  the 
best  things  that  could  happen  to  the  people  of  this  country  would  be  if 
these  legislative  bodies  would  repeal  more  laws  than  they  passed. 

Use  of  Present  State  Welfare  Employees  in  H.R.  1  Programs 

Now,  Mr.  Secretary,  is  it  your  judgment  that  the  Federal  Govern- 
ment should  take  over  all  the  welfare  employees  who  are  now  on  the 
payroll  of  the  various  States  ? 

Secretary  Richardson.  No. 

Senator  Byrd.  It  is  not  your  purpose  ? 

Secretary  Richardson.  No.  First,  because  we  anticipate  that  the 
States  would  remain  responsible  for  the  provision  of  various  services, 
the  kind  of  things  which  are  now  federally  matched  on  the  basis  of 
75  percent  of  total  State  and  local  expenditures.  Second,  because  we 
believe  that  we  can  administer  the  determinations  of  eligibility  and 
income  maintenance  payments  with  somewhat  fewer  employees  than 
the  States  now  have. 

Senator  Byrd.  You  were  not  planning  to  take  over  any  of  the  State 
employees  ? 

Secretary  Richardson.  Yes,  we  are.  As  I  just  said  to  Senator  Fan- 
nin, we  expect  that  most  of  the  individuals  who  become  employed  in 
the  various  local  offices  administering  the  family  assistance  plan  and 
the  opportunities  for  families  program  would  come  from  present 
State  and  local  welfare  agencies. 

Senator  Byrd.  So  you  would  take  over  about  half  of  the  employees 

Secretary  Richardson.  If  I  might  make  this  a  little  more  concrete : 
There  are  roughly  185,000  employees  now  in  the  State  and  local  wel- 
fare departments.  Of  these  about  70,000  are  concerned  with  the  admin- 
istration of  payments  to  families.  An  additional  number  are  concerned 
with  the  administration  of  payments  to  the  adult  categories. 
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Senator  Byrd.  Would  it  not  be  better,  as  Senator  Nelson  suggested, 
to  maintain  the  administration  at  the  local  level  rather  than  to  have 
all  those  70,000  State  employees  go  on  Federal  payroll. 

Secretary  Richardson.  We  think  not,  Senator  Byrd,  because  we  con- 
template that  among  the  major  advantages  of  the  enactment  of  this 
program  would  be  the  establishment  for  the  first  time  of  uniform  min- 
imum national  benefits,  uniform  standards  of  eligibility,  and  coupled 
with  this,  the  opportunity  to  check  applications  and  wage  information 
reported  by  the  applicant  against  information  reported  through  the 
social  security  system  and  through  the  income  tax  system. 

Senator  Byrd.  Would  you  plan  to  establish  a  uniform  pay  scale  for 
all  such  employees. 

Secretary  Richardson.  Yes. 

Senator  Curtis'  Alternative  Welfare  Proposal 

Senator  Byrd.  Senator  Curtis  from  Nebraska  has  presented  a  sug- 
gested alternative  to  the  administration's  welfare  projtosal.  What,  in 
brief,  is  your  appraisal  of  Senator  Curtis'  proposal. 

Secretary  Richardson.  In  our  view,  Senator  Curtis'  proposal 
amounts  essentially  to  the  continuation  of  the  present  open-ended  Fed- 
eral matching  of  State  welfare  expenditures  whatever  they  are.  It 
differs  from  present  law,  as  we  understand  it,  primarily  in  that  the 
States  would  be  freer  than  they  are  now  to  determine  what  to  spend 
and  how  to  spend  it,  and  so  it  would,  in  effect,  amount  to  giving  the 
States  a  Federal  blank  check.  The  result,  we  think,  is  not  to  offer  the 
prospect  of  reform  of  the  present  system  but  rather  simply  to  say  to 
the  states  "go  ahead  and  maintain  the  present  system  or  any  other 
system  you  choose,"  without  regard  to  any  of  the  efforts  that  are  in- 
corporated into  H.R.  1  to  get  people  off  welfare  and  into  jobs. 

Total  Welfare  Costs  Under  H.R.  1 

Senator  Byrd.  Let's  get  down  to  H.R.  1  now.  Assuming  your  pro- 
gram is  enacted  into  law  by  the  present  Congress,  what  will  be  the 
total  costs  of  the  welfare  program ;  that  is,  the  Federal  share  of  the 
welfare  program  for  fiscal  year  1973. 

Secretary  Richardson.  The  total  cost,  including  some  expenditure 
for  services,  would  be  $14.9  billion.  I  am  looking  at  the  table  on  page 
208  of  the  House  Ways  and  Means  Committee  report.  The  same  total 
is  shown  on  page  15  of  the  blue  committee  print  entitled  "Welfare 
Programs  for  Families."* 

Chart  7. 

Senator  Byrd.  I  want  to  be  clear  now,  are  you  including  everything 
in  that,  are  those  total  costs  ? 

Secretary  Richardson.  Yes. 

If  you  will  refer  to  chart  7  of  the  committee  print,  it  lists  payments 
to  families  at  $5.5  billion,  payments  to  adult  categories  at  $4.1  billion, 
payments  to  States  under  the  hold-harmless  clause :  $1.1  billion.  The 
cash  equivalent  of  food  stamps  is  $1  billion,  which  totals  $11.7  billion. 
Then  there  will  be  $600  million  for  child  care,  $500  million  for  train- 
ing, $800  million  for  public  service  jobs,  $100  million  for  supportive 

*  See  app.  C,  p.  433. 
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services  and  $1.1  billion  for  administration  which  produces  a  total  of 
$3.3  billion  for  the  costs  of  workfare.  And  then  there  is  shown  $100 
million  savings  as  an  impact  on  other  programs. 

Senator  Byrd.  I  want  to  be  sure  we  are  clear  about  this,  that  is  your 
judgment  as  to  what  the  total  costs  will  be  for  fiscal  1973. 

Secretary  Richardson.  Yes,  this  does  not  include  medicaid. 

Senator  Byrd.  It  does  not  include  medicaid.  Let's  get  the  medicaid 
figure,  if  you  will. 

Secretary  Richardson.  That  is  $4.5  billion. 

The  costs  of  medicaid  are  not  increased  under  this  program.  If  the 
spend  down  feature  incorporated  in  the  bill  as  a  device  to  eliminate 
the  medicaid  notch  is  retained  medicaid  costs  would  decrease. 

Senator  Byrd.  Let's  see  if  we  understand  this  now,  the  costs  of  the 
welfare  program  will  be  $14.9  billion,  and  in  addition  to  that,  there 
will  be  $4.5  billion  for  medicaid. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  I  am  correct  in  that  statement. 

Secretary  Richardson.  Yes.  Let  me  be  sure  we  have  it.  Yes ;  that  is 
correct,  Senator. 

Senator  Byrd.  The  reason  I  want  to  be  sure  that  we  are  clear  on 
this,  I  refer  back  to  last  year's  testimony  on  July  21  when  I  asked  the 
same  question  in  regard  to,  well  I  will  just  read  the  question  I  asked 
"assuming  your  program  is  enacted  into  law  by  the  present  Congress 
what  will  be  the  total  cost  of  the  welfare  program,  the  Federal  share 
for  fiscal  year  1972." 

You  first  replied  "$8  billion."  Then  as  we  continued  the  discussion 
we  get  it  up  to  between  10  and  10.5,  and  then  as  we  go  down,  continu- 
ing our  discussion  the  hearing  record  reflects  the  following : 

Senator  Byrd.  It  would  run  somewhere  between  $10  billion  and  $10.5  billion 
as  a  minimum,  is  that  correct? 

Secretary  Richardson.  Well,  I  would  not  say  a  minimum.  That  is  an  estimate. 
It  could  be  less.  As  a  minimum  the  training  and  dav  care  figures  were  held 
at  the  1971  level. 

Senator  Byrd.  I  think  it  could  be  more,  I  assume,  too.  It  could  be  more,  I 
assume  too. 

Secretary  Richardson.  I  think  it  would  be  very  unlikely  to  be  more,  Senator. 

Now,  I  turn  to  page  727  of  the  hearing,  and  that  was  on  July  30, 
and  in  reply  to  a  letter  by  me  to  you,  you  submit  to  me  new  figures  on 
fiscal  1972  which  total  $11.8  billion. 

So  I  just  want  to  be  sure  now  that  we  have  got  all  the  costs  in  here 
because  in  a  9-day  period  it  went  from  around  between  $10  and  $10.5 
billion  last  year  in  9  days  to  $11.8  billion.  So  I  think  it  is  worth  taking 
a  little  time  now  to  be  sure  that  that  figure  of  $14.9  billion  is  all  in- 
clusive. 

Secretary  Richardson.  Well,  Senator  Byrd,  the  variances  in  num- 
bers last  year  were  not  the  consequences  of  changes  in  estimates.  I 
would  have  to 

Senator  Byrd.  I  just  asked  you  for  the  total  costs  last  year  of  the 
program.  You  gave  me  the  figures,  I  didn't  give  myself  the  figures, 
you  gave  me  the  figures. 

Secretary  Richardson.  Yes,  I  am  explaining  that  the  answer  de- 
pends in  a  given  instance  as  to  what  you  count  as  costs  of  the  program. 
I  would  have  to  look  at  it  again. 
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Senator  Byrd.  Let's  stick  with  this  year.  Last  year  is  over.  What 
will  be  the  total  costs  of  the  welfare  programs,  the  Federal  share,  for 
fiscal  year  1973.  That  is,  total  costs. 

Secretary  Richardson.  The  total  cost  is,  as  I  said,  $14.9  billion,  the 
cost  of  H.R.  1.  Table  one  of  the  report  of  the  Committee  on  Ways  and 
Means  on  H.R.  1  gives  these  figures,  and  they  are  also  reproduced  in 
the  Senate  Finance  Committee  print  "Welfare  Programs  for  Fam- 
ilies'' in  chart  7.* 

Senator  Byrd.  Let  me  ask  you  this  question  to  be  sure  I  understand 
your  response.  The  total  cost  of  the  welfare  program,  the  Federal 
share,  plus  the  cost  of  medicaid,  the  two  items  together,  will  total  $19.4 
billion  for  the  Federal  Government.  Is  that  correct? 

Secretary  Richardson.  Yes  it  is. 

Increase  in  Estimate  Costs  of  Welfare  Proposal 

Senator  Byrd.  Now,  you  responded  last  year  that  the  estimated 
cost  for  fiscal  1972,  assuming  this  program  had  been  in  effect  would 
be  $11.8  billion.  So  the  arithmetic  would  indicate  that  then  in  a  1-year 
period,  between  fiscal  1972  and  fiscal  1973  the  costs  of  this  program 
will  have  increased  25  percent  in  that  1-year  period. 

Secretary  Richardson.  I  am  sure  the  $11.1  billion  figure  did  not  in- 
clude medicaid. 

Senator  Byrd.  No,  it  did  not  include  that. 

Secretary  Richardson.  So  the  comparable  figures  would  be  $11.1 
and  $14.9  billion. 

Senator  Byrd.  Excuse  me  11.8. 

Secretary  Richardson.  11.8  and  14.9. 

Senator  Byrd.  You  will  find  that  figure  comes  to  roughly  25  percent, 

Secretary  Richardson.  Well,  there  are  differences  which  explain 
this  that  are  not  differences  simply  resulting  from  the  markup  of  our 
estimates.  In  the  first  place  there  is  the  Federal  assumption  of  basic 
benefits,  of  administration,  and  of  the  adult  categories ;  there  are  in- 
creases projected  in  H.R.  1  for  public  service  jobs,  in  child  care,  train- 
ing, supportive  services. 

Senator  Byrd.  So  you  are  expanding  the  program  beyond  last  year's 
proposal. 

Secretary  Richardson.  The  work  related  provisions  have  been 
expanded. 

Senator  Byrd.  You  are  expanding — the  program  as  a  whole  is  being 
expanded  beyond  last  year's  program. 

Secretary  Richardson.  Yes,  in  the  sense  that  we  are  more  determined 
than  ever  to  convince  this  committee  that  the  provisions  of  the  pro- 
gram are  capable  of  getting  people  off  the  welfare  rolls  and  into  jobs. 

Senator  Byrd.  I  don't  think  this  committee  has  demanded  that  the 
program  be  expanded. 

Secretary  Richardson.  Some  members  of  the  committee  have  felt  we 
did  not  provide  enough  public  service  jobs  in  last  year's  program,  and 
some  other  members  of  the  committee  have  thought  that  we  didn't 
provide  adequately  for  the  development  of  day  care  services,  and  these 
are  among  the  increases. 


*  See  app.  C,  p.  433. 
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Senator  Byrd.  Well  now,  have  you  taken  into  consideration  the  views 
of  the  other  members  of  the  committee  which,  I  think  are  in  the  major- 
ity, who  have  not  sought  an  expansion  of  this  program. 

Secretary  Richardson.  Well,  if  the  committee  concludes  that  it  does 
not  wish  to  expand,  that,  of  course,  is  the  committee's  judgment.  We 
came  away  from  last  year's  sessions  of  this  committee  with  the  im- 
pression that  the  committee  wanted  to  do  more  to  get  people  off 
welfare  and  into  jobs. 

Senator  Byrd.  But  you  are  not  taking  people — there  is  no  use  to  get 
into  that  discussion,  you  are  adding  to  the  welfare  rolls.  We  all  admit 
that.  The  whole  record  shows  that. 

Secretary  Richardson.  We  are  not  adding  to  the  welfare  rolls  com-' 
pared  to  last  year's  program  except  in  the  adult  category. 

Senator  Byrd.  Let's  stick  to  the  figures  and  see  if  we  can  understand 
the  figures  rather  than  get  into  additional  discussion. 

The  figures  show,  and  see  if  I  am  inaccurate  about  this;  if  I  am 
let  me  know.  The  figures  show  that  your  estimate  for  last  year,  the 
program  had  been  in  effect  for  fiscal  1972,  had  been  $11.8  billion, 
not  including  medicaid. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  So  that  shows  an  increase  of  from  $11.8  billion  for 
your  program,  which  you  recommended  last  year,  to  $14.9  billion  for 
the  program  that  you  recommend  this  year. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  That  is  correct. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Thank  you,  sir. 

1971  Cost  of  Present  Welfare  System 

I  want  to  get  the  figure,  the  costs  for  the  welfare  program,  Federal 
share  for  fiscal  1971. 

Secretary  Richardson.  The  present  program  for  fiscal  1971? 

Senator  Byrd.  I  want  to  get  the  costs  of  fiscal  1971  which  has  ended, 
and  I  would  like,  Mr.  Secretary,  if  I  could,  to  ascertain  what  the  wel- 
fare program  cost  the  FederalGovernment  in  fiscal  1971. 

Secretary  Richardson.  I  will  have  to  furnish  that  figure.  I  don't 
have  it  right  at  hand. 

Senator  Byrd.  When  is  the  next  meeting  of  the  committee,  Mr. 
Chairman  ? 

The  Chairman.  Well,  we  will  be  back  here,  if  the  Secretary  is  avail- 
able we  will  be  back  in  here,  after  we  vote  on  the  Lockheed  bill  this 
afternoon,  if  that  is  all  right  with  you  and  the  Secretary.  Can  you  be 
back  this  afternoon,  Mr.  Secretary  ? 

Secretary  Richardson.  Yes ;  I  can. 

The  Chairman.  Then  we  will  be  back. 

Senator  Byrd.  Could  I  ask 

The  Chairman.  You  see  the  Lockheed  vote  is  scheduled  for  3  o'clock 
so  I  don't  think  we  can  be  back  here  until  about  3  :30. 

Request  for  Additional  Information  on  Total  Federal  Welfare 
Costs  and  Employment  Levels  in  Prior  Years 

Senator  Byrd.  If  I  might,  Mr.  Secretary,  I  will  read  you  some  addi- 
tional questions  and  requests  for  figures  I  would  like  to  get  along  that 
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same  line.  I  would  like  the  costs,  the  total  costs,  I  want  to  emphasize 
the  words  "total  costs"  of  the  welfare  program,  the  Federal  share  for 
fiscal  1971,  for  fiscal  1970,  for  fiscal  1969,  for  fiscal  1968,  for  fiscal  1967, 
for  fiscal  1966,  for  fiscal  1965,  for  fiscal  1964,  for  fiscal  1963,  and  for 
fiscal  1962.  All  of  those  years  have  ended,  all  of  the  figures  are  com- 
piled somewhere  and  should  be  instantly  available.  I  would  like  one 
other 

Secretary  Richardson.  We  can  bring  those  back  this  afternoon, 
Senator. 

Senator  Byrd.  Thank  you,  sir;  I  would  appreciate  that.  Also  one 
additional  figure  for  each  of  those  years,  and  that  is  the  total  Federal 
employees  in  the  welfare  program  for  each  of  those  years.  In  a  some- 
what similar  connection,  I  am  assuming  you  don't  have  these  figures 
with  you  now  but  if  you  would  bring  them  back,  the  total  cost  of  the 
total  HEW  budget  for  fiscal  1971,  1970,  1969,  1968,  1967,  1966,  1965, 
1964,  1963,  and  1962,  and  the  total  number  of  HEW  employees  for 
each  of  those  years. 

(Information  referred  to  appears  on  pages  248  ff.) 

Total  Budget  for  HEW 

Senator  Byrd.  One  other  question,  what  is  the  total  HEW  budget 
recommendation  for  the  current  fiscal  year  ? 

Secretary  Richardson.  In  new  obligational  authority,  about  $77 
billion. 

Senator  Byrd.  $77  billion  of  which  how  much  is  for  social  security. 

Secretary  Richardson.  Including  medicare  about  $38  billion. 

Senator  Byrd.  $38  billion  including  medicare. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Now,  what  was  the  total  HEW  budget  for  fiscal 
1972? 

Secretary  Richardson.  I  thought  your  question  was  1972. 

Senator  Byrd.  Correct. 

Secretary  Richardson.  The  total  for  1971  was  roughly  $7  billion 
less. 

Senator  Byrd.  If  you  don't  mind  saying  that  again. 

Secretary  Richardson.  The  total  for  fiscal  1971  was  something  like 
$7  billion  below  the  projected  total  for  1972.  We  don't  yet  know,  of 
course,  the  final  results  of  the  1972  budget.  The  Senate  increase  in 
our  health  and  welfare  appropriations  over  the  budget  in  the  bill 
enacted  unanimously  by  the  Senate  the  other  day  was  about  $1,050,- 
000,000  over  the  budget, 

Senator  Byrd.  I  am  trying  to  get  an  understanding  of  the  budget 
estimate  now.  The  budget  estimate  for  the  coming  fiscal  year,  the  up- 
coming year,  that  was  my  original  question,  is  $77  billion. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Of  which  $38  billion,  including  medicare,  is  for  so- 
cial security. 

Secretary  Richardson.  Yes.  In  other  words,  these  are  trust  fund 
obligations. 

Senator  Byrd.  Right,  Now  that  is  for  1972 ;  for  1971  the  total  budget 
was  how  much  ?  That  year  has  ended. 

Secretary  Richardson.  About  $70  billion. 
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Senator  Byrd.  It  was  $70  billion.  How  much  for  social  security,  in- 
cluding medicare  ? 

Secretary  Richardson.  Commissioner  Ball  points  out  that  the  total 
of  $38  billion  we  gave  you  was  low. 

Senator  Byrd.  I  thought  it  was. 

Secretary  Richardson.  The  total  for  1972  is  about  $45  billion. 
The  total  for  1971  is  about  $40  billion. 

Senator  Byrd.  Let's  see  if  we  have  got  them  now.  Total  for  1972  is 
$77  billion,  of  which  $45  billion  is  for  social  security  and  medicare. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  The  total  for  1971  was  $70  billion,  of  which  $40  billion- 
was  for  social  security  and  medicare. 

Secretary  Richardson.  Yes.  Forty  to  forty-one ;  and  the  total  isn't 
quite  expressed  that  way  in  what  I  have  here.  Well,  we  will  supply  all 
these  figures  this  afternoon,  Senator  Byrd. 

Senator  Byrd.  That  would  be  fine.  If  you  will  supply  those  figures, 
thank  you,  Mr.  Secretary. 

Thank  you,  Mr.  Chairman. 

The  Chairman.  Senator  Griffin. 

Senator  Griffin.  Thank  you,  Mr.  Chairman.  I  haven't  had  an  oppor- 
tunity, Mr.  Secretary,  to  attend  all  the  sessions  where  you  appeared, 
but  I  would  like  to  say  I  have  been  very  impressed  in  those  sessions 
where  I  have  been  privileged  to  attend  at  your  preparation  and  your 
ability  to  handle  some  pretty  tough  questions  right  in  the  lion's  den 
which  is  where  you  are,  I  think,  in  many  respects.  [Laughter.] 

Dissatisfaction  With  H.R.  1 

Senator  Ribicoff  said  a  little  earlier  that  probably  no  one  around 
this  table  is  satisfied  with  H.R.  1,  and  that  would  include  me.  I  will 
confess  I  am  not  satisfied  with  it  and  I  am  looking  for  ways  to  improve 
it.  On  the  other  hand,  I  think  it  should  be  said  that  the  alternatives 
that  have  been  put  forward  don't  look  so  good  either;  certainly  the 
alternative  of  doing  nothing  is  not  acceptable. 

While  this  committee  has  a  lot  of  work  to  do  and  a  lot  of  questions 
to  ask,  I  want  to  indicate  my  appreciation  for  the  fact  that  you  have 
come  well  prepared.  You  have  answered  the  questions  or  you  are  pro- 
viding the  answers  very  quickly  for  this  committee,  and  that  ought  to 
be  very  helpful. 

Now,  I  know  that  quite  a  lot  of  work  has  gone  into  the  building  of 
that  contraption  behind  you  there.  I  understand  you  have  not  had  an 
opportunity  yet  to  explain  it. 

I  would  be  very  interested  myself  in  knowing  what  it  means  and  how 
it  affects  the  situation,  so  rather  than  ask  questions,  Mr.  Chairman, 
I  was  going  to  let  the  Secretary  have  some  time  so  that  he  can  explain 
what  that  contraption  means. 

Cost  and  Number  of  Recipients  Under  Various  Benefit  Levels 

Secretary  Richardson.  Thank  you  very  much,  Senator  Griffin,  Mr. 
Chairman,  and  members  of  the  committee.  May  I  first  distribute  to 
you  a  table  headed  "Benefit  Levels  and  Tax  Rates  (Payments  and 
Caseloads),"  and  a  note  on  the  "welfare  machine." 

( Material  referred  to  follows : ) 
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Note  on  Welfare  Machine 

The  "contraption"  or  "machine"  referred  to  is  a  device  pictured  in  Chart  1. 
It  is  used  to  illustrate  the  arithmatic  relationship  between  the  maximum  pay- 
ment, the  "tax  rate" — that  percentage  by  which  welfare  benefits  are  reduced  as 
earnings  rise — and  the  "break-even  point"— that  point  of  earnings  up  to  which 
some  benefit  is  paid.  The  device  illustrates  benefits  for  a  family  of  four  and 
assumes  a  $720  annual  disregard  for  work  related  expenses. 

The  slot  AA1  carries  a  pointer  which  is  set  at  a  particular  slope  according 
to  the  scale  BB1.  The  left  end  of  the  pointer  is  then  set  at  a  maximum  payment, 
and  the  right  end  then  points  to  the  break-even. 

For  example,  Chart  2  illustrates  the  variables  for  the  current  H.R.  1  pro- 
posal— a  $2,400  maximum  payment,  a  67-percent  tax  rate,  and  a  $4,320  break- 
even. The  dotted  line  illustrates  how  the  slope — tax  rate — was  set  prior  to  mov- 
ing the  pointer  to  a  $2,400  maximum. 

CHART  ONE 

FAMILY  OF  FOUR:  $  720  DISREGARD  FOR  WORK  RELATED  EXPENSES 
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Secretary  Richardson.  This  table,  which  you  will  have  in  front  of 
you  in  a  moment,  shows  the  maximum  benefits  for  a  family  of  four 
starting  with  $2,400  and  going  up  to  $3,800,  and  it  shows  the  total 
costs  at  each  supposed  benefit  level  at  a  given  tax  rate  of  50  percent, 
GO  percent,  and  67  percent.  It  shows,  for  example,  if  you  have  a  $2,400 
maximum  benefit  for  a  family  of  four,  and  you  have  a  67-percent 
tax  rate,  which  is  what  is  in  H.R.  1  now,  the  total  cost  in  dollars  is 
$6.4  billion,  the  total  eligibles  are  19.4  million,  talking  now  only  about 
families. 

The  chart 

The  Chairman.  Are  you  talking  about  millions  in  terms  of  eligi- 
bles ;  is  that  right  ? 

Secretary  Richardson.  Yes.  You  see  at  the  top  rate  of  $6.4  billion  in 
payments ;  19.4  million  people  who  would  be  eligible. 

If  you  assume  the  lowest  tax  rate  shown  on  the  chart,  50  percent, 
and  the  highest  benefit  level,  in  the  lower  left-hand  corner,  you  see 
total  payments  of  $15.7  billion  and  total  eligibles  of  53.6  million 
people. 

If  you  were  to  push  the  minimum  benefit  level  or  the  maximum 
benefit  level  up  as  has  been  proposed,  for  example,  by  the  National 
Welfare  Rights  Organization,  to  $6,500  and  assume  a  67-percent  tax 
rate,  the  higher  tax  rate,  you  would  still  have  a  cost  approximating 
something  like  $70  billion  and  well  over  half  of  the  entire  population 
participating  in  the  program. 

Now  these  consequences  are  shown  on  the  machine  which  you  may 
remember,  Mr.  Chairman.* 

Use  of  Expansion  "Tax  Rates" 

Senator  Ribicoff.  Tax  rates  on  what  and  for  whom  ?  I  understand 
what  they  say  but  I  don't  understand  the  term  "tax  rates." 

Secretary  Richardson.  The  term  "tax  rate"  applies  to  the  reduction 
in  benefits  proportioned  to  earnings.  For  example,  if  the  family  earns 
$3  at  a  67-percent  tax  rate  then  benefits  are  reduced  by  $2.  So  the  wage 
incentive,  in  other  words,  is  the  opportunity  to  keep  $1  for  $3  earned. 

Senator  Ribicoff.  When  you  talk  about  tax  rates  you  are  not  talk- 
ing about  the  general  revenue. 

Secretary  Richardson.  No,  no ;  it  is  just  a  way  of  expressing  what 
the  consequences  of  earning  an  extra  dollar  are. 

Now.  the  committee's  prints 

The  Chairman.  As  I  understand,  Mr.  Secretary,  when  you  refer  to 
that  as  a  tax  rate  you  are  just  assuming  in  effect  that  they  were  re- 
ductions in  payments  just  as  though  this  were  a  tax  on  the  income, 
I  take  it. 

Secretary  Richardson.  Yes ;  for  example 

Senator  Ribicoff.  Could  you  use  a  different  term,  could  you  get  a 
different  word. 

Secretary  Richardson.  Well,  you  can  call  it  a  disregard  rate.  If  you 
look  at  the  committee  print  entitled  "Material  Related  to  H.R.  1, 
Work  and  Training  Provisions,"  chart  12,**  you  see  the  effect  of  what 
is  referred  to  there  as  the  tax  rate  of  67  percent  expressed  across  the 
top  of  the  chart.  So  that,  if  a  dollar  is  earned  by  a  family  with  income 


♦Sep  p.  230. 


♦See  p.  230. 

•*  See  app.  B,  p.  366. 
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of  $1,000  to  $2,000,  67  cents  of  that  dollar,  in  effect,  are  unavailable 
to  the  family  because  there  is  a  corresponding  reduction  in  benefits 
paid. 

Senator  Ribicoff.  The  only  point  I  would  make  is  that  we  are  going 
to  have  enough  trouble  with  this  bill  without  giving  people  the  im- 
pression they  are  going  to  have  to  pay  a  67-percent  tax. 

Secretary  Richardson.  Yes. 

Senator  Hansen.  Mr.  Chairman,  if  the  Senator  will  yield,  let  me 
support  the  Secretary.  I  think  it  is  a  most  appropriate  term  to  use. 
I  have  gone  through  that  deal  and  isn't  that  just  exactly  what  it 
amounts  to?  As  earnings  increase  the  amount  of  money  that  can  be 
kept,  including  benefits,  decreases  and  the  67  percent  does  accurately 
reflect  the  amount  that  is  not  available. 

Secretary  Richardson.  That  is  true.  It  is  a  question  of,  I  think,  find- 
ing a  happier  term  than  this.  But  I  think  it  is  absolutely  essential  that 
it  be  understood  that  all  the  tables  that  have  been  developed  by  the 
committee  over  the  last  year,  including  the  most  recent  ones,  are  de- 
signed to  show  that  there  is  not  an  adequate  work  incentive  in  the  bill. 

Now,  this  means,  I  take  it,  that  the  individual  isn't  allowed  to  keep 
enough  of  his  earnings.  Ironically,  some  of  the  same  people  who  have 
been  concerned  about  the  steepness  of  the  disregard  or  the  earnings 
loss  or  benefit  loss  have  sometimes  felt  that  people  should  be  required 
to  work  for  the  benefit  rate  at  whatever  it  is,  which  would  in  these 
terms  mean  a  100-percent  tax  rate. 

In  any  case  what  I  am  trying  to  get  across  is  that  you  have  to  make 
the  inevitable  choice  between  the  percentage  of  disregards,  the  costs, 
the  caseload,  and  the  numbers  of  people  eligible,  and  this  chart  shows 
this. 

If  you  would  like  a  minimum  benefit  level,  put  $2,400  at  the  67- 
percent  provision  now  in  H.R.I. 

Senator  Miller.  Can  I  ask  with  respect  to  the  67  percent,  please, 
does  that  mean  the  first  $720  is  a  disregard,  plus  one-third  of  the  pay 
for  the  earnings  over  that ;  is  that  what  you  mean  ? 

Secretary  Richardson.  Yes,  $60  a  month  disregard  plus  one-third 
of  earnings  over  that,  up  to  the  break-even  point.  So  if  you  had  a  50- 
percent  "tax  rate"  that  would  mean  the  $720  a  year  disregard  and  50 
percent  or  half  of  the  remainder.  This  is  another  way  of  saying  that 
if,  as  a  work  incentive,  you  only  reduce  benefits  by  50  percent,  50  cents 
is  retained  for  each  dollar  earned.  As  H.R.  1  is  now  written  benefits 
are  reduced  67  cents  for  each  dollar  earned.  This  column  shows  the 
maximum  payment,  which  has  been  set  at  $2,400.  This  angle  shows 
the  point  on  this  curve  which  reflects  the  disregard  rate,  showing  67 
percent  in  effect  is  the  proportion  by  which  benefits  are  reduced,  and 
that  brings  you  out  at  a  break  even  of  $4,320.  In  other  words,  a  family 
with  earnings  over  $4,320  cannot  get  benefits. 

Now  if  we  move  this  up,  and  moved  it  to  $3,600  and  at  a,  pardon 
the  expression,  tax  rate  of  50  percent  here,  that  comes  out  then  at  a 
break  even  of  $7,720.  That  is  the  reason,  therefore,  why  at  50  percent, 
with  a  $3,600  maximum  benefit  the  total  number  of  people  on  the 
rolls  is  53.6  million  people.  To  put  this  in  words  expressing  it  as  well 
as  I  have  seen  it  put  anywhere,  I  would  like  to  call  to  your  attention 
again,  pages  218  and  219  of  the  Ways  and  Means  Committee  report : 

Your  committee  also  considered  the  basic  elements  affecting  the  cost  and 
coverage  of  plans  like  those  provided  for  in  its  bill.  These  elements  are  (1)  the 
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amount  of  benefit  provided  to  a  family  with  no  other  income,  the  basic  benefit 
level;  (2)  the  rate  at  which  this  benefit  level  is  reduced  by  earnings  (.the  disre- 
gard formula)  ;  and  (3)  the  level  of  family  income  at  which  it  is  no  longer 
eligible  for  any  benefit  (the  break  even  point).  Any  two  of  these  elements  deter- 
mine the  third.  They  thus  also  determine  the  cost  of  the  plan  and  the  number 
of  eligible  families.  Raising  the  basic  benefit  level  is  consistent  with  the  desire 
to  provide  more  adequate  support  for  those  households  who  have  not  other  means 
of  support. 

That  is,  raising  this  number  does,  of  course,  serve  the  objective  of 
providing  more  adequate  support  for  those  households  that  have  no 
other  means  of  support. 

Increasing  it  by  one  hundred  dollars,  however,  and  keeping  other 
parts  of  the  benefit  structure  the  same,  raises  the  break-even  point — 
as  you  can  see,  as  this  goes  up  this  pointer  moves  over  along  the  bot- 
tom line,  raising  the  basic  benefit  level;  increasing  it  by  $100  raises 
the  break-even  point  by  $150. 

In  other  words,  you  move  this  up  a  hundred  dollars,  you  move  this 
over  one  fifty  dollars.  Increases  the  cost  by  over  $500  million  a  year — 
that  is,  as  you  move  this  up  $100,  you  cost  the  total  program  $500  mil- 
lion and  the  number  of  eligible  families  by  300,000. 

If  you  raise  this  by  $100  you  add  300,000  more  of  more  families  to 
the  rolls.  The  cost  of  such  increases  in  general  gets  progressively 
higher ;  that  is,  each  additional  one  hundred  dollars  in  the  basic  benefit 
costs  more  than  the  preceding  one.  The  reason  for  this  effect  is  quite 
simple.  There  are  more  families  with  earnings  in  each  higher  $100 
interval.  This  effect  would  continue  until  the  level  of  the  break-even 
point  exceeds  average  family  earnings  for  the  whole  Nation. 

That  is  why  you  see  the  53.6  million  eligibles  in  this  chart  at  $3,600, 
and  this  is  why  at  a  $6,500  family  benefit  as  proposed  by  the  National 
Welfare  Eights  Organization  more  than  half  of  the  entire  population 
would  be  on  the  roll. 

Concern  of  Administration  "With  Cost  and  Proportion  of 

Population  on  Welfare 

Now,  when  you  come  then  to  consider  the  question  of  work  incentives 
which,  of  course,  is  what  the  charts  are  about,  it  is  absolutelv  funda- 
mental  that  you  cannot  increase  the  incentive,  that  is  the  share  of  re- 
tained earnings,  without  increasing  the  break-even  point,  therefore 
increasing  the  number  of  families  on  the  rolls,  therefore  increasing 
the  costs.  And  I  have  tried  to  make  clear  over  and  over  again,  the  ad- 
ministration is  concerned,  No.  1,  lest  the  cost  levels  go  too  high. 

Second,  we  are  concerned,  as  is  the  committee,  with  the  implica- 
tions of  having  too  large  a  proportion  of  the  population  receiving 
benefits.  These  are  considerations  therefore  which  lead  us  to  feel  that 
$2,400  is  as  high  as  we  can  justifiably  go  at  this  stage  in  minimum 
benefits.  Since  the  House  Committee  did  go  as  high  as  $2,400  in  mini- 
mum benefits  we  urged,  therefore,  and  supportT  a  reduction  in  the 
wage  incentive  feature  of  the  share  of  retained  earnings  from  the 
50  percent:  that  is  retention  of  50  percent  to  retention  of  one  third 
under  the  present  law. 

If  we  had  left  the  50  percent  at  $2,400  as  you  see  there,  the  cost  in- 
stead of  $6.4  billion  would  have  been  $7.9  billion,  and  the  total  eligi- 
bles would  have  been  23.1  million  instead  of  19.4  million. 
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Relationship  Between  Decreasing  "Tax  Rate"  and  Increasing 
Number  oe  Persons  Eligible  for  Welfare 

Senator  Hansen.  Mr.  Chairman,  if  the  Secretary  would  permit  an 
observation  at  that  point,  I  think  what  he  is  saying  is  highly  signifi- 
cant. The  Tellas'  study  made  this  observation : 

The  significance  of  the  Tellas'  finding  that  the  marginal  tax  rate  is  a  major 
discouragement  to  work  is  if  the  tax  rate  is  lowered  the  work  incentive  becomes 
less  severe  but  then  the  plan  must  subsidize  higher  and  higher  incomes. 

And  I  think  that  is  precisely  the  point  the  Secretary  is  making. 
Charts  that  might  spell  this  out  in  language  intelligible  to  everyone, 
I  think,  have  been  prepared,  and  I  was  looking  at  a  chart  that  I  think 
tries  to  project  the  impact  that  H.R.  1  would  have  in  a  typical  circum- 
stance such  as  in  New  York  City.  And  while  I  know  the  Secretary  has 
taken  exception  to  the  complete  applicability  of  trying  to  project  the 
impact  of  this  plan  in  that  circumstance  because,  as  he  points  out,  cer- 
tain things  may  not  be  fully  determined.  It  is,  I  think,  nevertheless 
worth  noting  that  with  earnings  of  $2,000  under  H.R.  1  in  New  York 
City  and  including  all  Federal  and  State  benefits,  social  security  taxes, 
and  public  housing,  we  come  to  a  total  net  cash  and  public  housing  fig- 
ure which  shows  that  a  female  headed  family  of  four  earning  $2,000 
would  receive  a  total  net  cash  and  public  housing  benefit  of  $6,136,  that 
is,  if  she  earns  $2,000  a  year. 

Let's  suppose  that  she  earns  $7,000  a  year,  do  you  know  how  much 
she  would  be  able  to  keep  under  this  same  formula  ?  She  would  better 
herself  by  a  total  of  $46.  In  other  words,  if  she  earned  $5,000  more 
money,  if  she  moved  from  a  $2,000  income  to  a  $7,000  income,  she  would 
be  able  to  keep  only  $46  additional  in  total  benefits,  which  shows  and 
underscores  the  point  that  there  are  important  work  disincentives  and 
those  are  the  things  to  which  the  Secretary  has  been  addressing  himself. 

If  you  try  to  cut  them  out,  if  you  were  to  lower  the  effective  tax  rate, 
that  is  the  67  percent  so  that  for  each  additional  dollar  that  a  person 
earns  he  would  be  able  to  keep  more  than  33%  cents  then  you  get  into 
the  dilemma  of  expanding  the  program  and  making  it  far  more  costly 
so  that  instead  of  a  program  that  for  fiscal  year  1973  would  cost  $14.9 
billion — I  haven't  seen  projections  made  to  show  what  it  would  cost, 
but  two  things  happen. 

No.  1,  you  bring  a  lot  more  people  into  the  program,  isn't  this  right, 

Mr.  Secretary? 

Secretary  Richardson.  Absolutely. 

Senator  Hansen.  So  it  makes  for  a  very  complicated  situation  and 
one  that  I  hope  we  can  give  considerable  attention  to  before  we  make 
any  hard  and  fast  decisions  because  there  just  are  not  any  easy  and 
good  answers  to  it. 

Secretary  Richardson.  You  are  absolutely  right,  Senator. 

This  brings  us  squarely  to  the  charts,  and  I  will  be  glad  to  go  fur- 
ther into  them  at  any  point,  but  let  me  make  two  preliminary  com- 
ments. One  is  that  if  we  assume  unquestionably  all  the  numbers  on  the 
charts  as  originally  developed  by  Senator  John  Williams,  which  we 
have  updated,  and  which  you  were  reading  in  the  case  of  New  York 
City  just  now,  even  if  we  accept  all  of  the  implications  the  only  thing 
you  can  do  about  it  will  have  the  effect  of,  as  you  have  pointed  put,  in- 
creasing costs  and  caseloads.  In  other  words,  if  you  don't  think  the 
work  incentive  is  sufficient  that  is  all  you  can  do. 
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Second,  we  don't  think  the  picture  is  really  as  bad  as  the  charts  indi- 
cate and  I  would  just  like  to,  if  I  might,  take  just  a  moment  on  this 
and  ask  you  to  look  at  chart  12.  It  could  as  well  be  the  one  in  New 
York  in  this  committee  print.* 

Senator  Hansen.  If  I  could  interrupt  for  just  a  moment,  Mr.  Sec- 
retary, it  might  be  helpful  to  all  of  us  if  these  figures  could  be  blown 
up  into  charts  so  you  would  be  able  to  make  your  point  and  address 
a  chart  as  you  did. 

May  I  suggest 

Senator  Curtis.  I  understand  this  has  been  done. 

Treatment  of  Social  Security  Taxes 

Secretary  Richardson.  We  have  the  bigger  charts.  This  is  a  simpler 
chart  and  I  only  wanted  to  make  two  simple  points  before  we  go  to 
the  more  detailed  charts.  One  is  the  picture  isn't  as  bad  as  shown  on 
the  charts  if,  No.  1,  you  eliminate  social  security  taxes.  We  think 
this  is  justified  because  the  individual's  contribution  to  the  social 
security  taxes  is  buying  himself  an  interest,  in  effect,  in  an  ulti- 
mate  

The  Chairman.  Mr.  Secretary,  you  are  talking  about  buying  that 
man  something  that  he  is  supposed  to  get  40  years  later  which  is  go- 
ing to  do  him  very  little  good  if  he  is  hungry  now. 

Secretary  Richardson.  Well,  the  question  is  if  you  are  going  to 
recognize  benefits  in  kind  you  might  as  well  recognize  his  across  the 
board.  If  you  are  going  to*  show  in  effect  somebody  being  clipped  by 
the  effect  on  tax  incentives,  on  incentives  that  are  shown  by  medicaid, 
for  example,  you  have  to  take  into  account  that  not  everybody  is 
going  to  use  medicaid.  This  was  never  recognized.  If  you  are  going 
to  show  benefits  in  kind  and  show  housing  you  might  as  well  recog- 
nize that  only  7  percent  of  the  people  on  AFDC  benefit  from  public 
housing.  So  we  are  saying  in  effect  that  if  you  are  going  to  take  into 
account  the  minus  side  economic  benefit  considerations  affecting  a 
family  of  four,  you  ought  to  take  them  into  account  on  the  other  side 
also,  and  therefore  that  reasoning  produces  a  wash  under  the  social 
security  tax.  The  second  point  is 

The  Chairman.  Mr.  Secretary,  we  were  talking  about  whether  or 
not  this  welfare  reduction  can  be  called  a  tax,  but  nobody  in  his  right 
mind  can  contend  that  social  security  tax  is  not  a  tax  can  they? 

Treatment  of  Increase  in  Medicaid  Deductible 

Secretary  Richardson.  Well,  we  don't  endorse  the  analysis  that 
suggests — take  these  charts,  for  instance,  that  show  on  page  12,  chart 
12 

The  Chairman.  Yes,  I  am  looking  at  that  now.* 

Secretary  Richardson  (continuing).  Shows  33  cents  on  the  dollar 
going  into  medicaid,  the  medicaid  deductible  increase.  This  would 
never  happen  except  for  a  family  that  has  very  high  medical  expend- 
itures. This  does  not  show  an  actuarial  value.  It  assumes  a  situation. 
Now  what  we  are  saying  in  effect  is  that  if  you  really  want  to  look  at 
the  situation  of  the  family  you  have  got  to  look  at  it  whole.  It  is 


*See  app.  B,  p.  366. 
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for  this  reason,  for  example,  we  have  urged  that  the  committee  offset 
some  of  the  disincentive  features  that  build  up  the  "tax  rate"  by  some 
on  the  other  side  including  the  fringe  benefits  which  increase  in  pro- 
portion to  earnings. 

Senator  Ribtcoff.  Will  the  chairman  yield?  I  think  we  come  to  this 
dilemma.  We  have  the  charts  prepared  by  our  own  committee  staff  and 
we  have  the  charts  prepared  by  HEW.  Evidently  there  is  a  difference 
of  opinion  between  the  staff  and  HEW.  Now,  it  isn't  a  question  of  a 
confrontation.  I  think  it  would  help  all  of  us  to  understand  this  com- 
plicated situation  while  the  Secretary  and  his  very  able  staff  at  HEW, 
for  whom  I  have  the  highest  respect,  are  here,  if  we  could  have  our 
own  staff  present  their  charts  and  explain  them,  we  could  then  see  if 
a  reconciliation  is  possible  between  the  differences  of  our  staff's  charts 
and  HEW's  charts  so  we  will  know  what  it  is  all  about.  Ultimately 
we  are  going  to  have  to  make  the  decision,  Mr.  Chairman. 

The  Chairman.  We  will  do  that.  But  I  think  we  would  do  better 
to  get  into  these  charts  when  they  have  more  time. 

Senator  Nelson  is  the  most  discriminated  man  on  this  committee. 
He  spent  more  time  listening  to  this  and  had  less  time  to  ask  ques- 
tions. If  it  is  all  right  with  you  I  would  like  to  give  him  a  chance. 

Senator  Nelson.  I  will  defer  the  questioning. 

Secretary  Richardson.  Thank  you,  Senator  Nelson.  I  think  I  can 
quite  quickly  conclude  with  the  preliminary  points  I  wanted  to  try 
to  get  across  before  we  get  to  the  charts.  Let  me  try  to  restate  what 
I  was  just  seeking  to  communicate. 

Measuring  Work  Disincentives 

We  say,  No.  1,  that  insofar  as  the  charts  taken  at  face  value  show 
that  there  is  little  or  no  incentive  to  earn  more  money  in  the  cities  in 
question,  there  is  nothing  you  can  do  about  that  that  does  not  have 
several  consequences:  an  increase  in  costs,  an  increase  in  numbers  of 
those  eligible,  and  an  increase  in  the  break-even  point.  You  could  try  to 
amputate  this  effect  by  simply  excluding  people  above  a  given  break- 
even but  that  of  course  would  be  to  introduce  a  notch  and  the  whole 
point  of  the  exercise  was  to  try  to  avoid  notches,  so  I  assume  that  is 
not  an  admissible  alternative. 

That  leaves  you  only  the  alternatives  of  adding  numbers  and  adding 
costs. 

The  second  point  I  wanted  to  convey  is  that  I  don't  think  the  charts 
can  be  taken  at  face  value  because  they  do  not  consistently  recognize 
economic  benefits. 

It  is  one  thing  to  look  at  cash  incentives  as  such  and  stick  to  that. 
It  is  another  to  try  to  factor  in  economic  benefits,  and  we  say  while 
that  is  an  inherently  difficult  thing  to  do,  if  you  are  going  to  do  it, 
do  it  consistently.  If  you  are  going  to  say,  "Well,  that  is  an  exceptional 
situation,"  then  we  say,  "All  right,  leave  out  exceptional  situations 
which  means  disregarding  the  unusual  circumstance  of  those  who  bene- 
fit from  the  subsidy  of  public  housing." 

Now,  this  then  takes  us  to  the  route  which  leads  us  to  present  dif- 
ferent data  on  the  charts  than  the  committee  staff  has  shown  or  than 
Senator  Williams  showed  last  year,  and  it  is  these  differences  really 
that  I  think  could  best  be  illuminated  by  reference  to  the  charts 
themselves. 
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Question  of  Whether  H.R.  1  Will  Achieve  Its  Proclaimed  Goals 

The  Chairman.  Mr.  Secretary,  I  am  not  going  to  get  into  it  now 
but  before  the  hearings  are  over  I  will  try  to  demonstrate  what  the 
problems  are  as  I  see  them,  while  you  are  a  witness,  so  you  will  have 
a  chance  to  comment  on  them.  But  the  more  I  look  at  this  thing,  the 
more  it  looks  to  me  as  though  you  have  a  program  that  is  partly  cre- 
ated by  the  Supreme  Court,  partly  created  by  Congress,  and  partly 
created  administratively,  and  it  winds  up  in  what  we  call  the  welfare 

mess. 

Now  to  try  to  get  out  of  it  your  bill  reminds  me  of  a  situation 
where  a  driver  has  his  car  bogged  clown  in  mud  and  he  is  trying  to 
get  out  of  that  hole  by  simply  stepping  on  the  accelerator  and  turn- 
ing his  wheels  faster.  The  more  he  turns  his  wheels  the  deeper  in  he 
gets,  so  that  it  seems  to  me  that  you  are  going  to  have  to  find  a  different 
way  to  do  this  unless  you  just  want  to  keep  digging  yourself  in  deeper 
and  deeper  into  the  same  mess  you  are  talking  about. 

I  will  be  glad  to  demonstrate  to  you  later  on  when  it  is  appropriate 
for  me  to  do  so  why  it  seems  to  me  that  you  are  not  going  to  get  out 
of  the  trap  this  way. 

I  have  never  been  one  who  wouldn't  buy  your  program  because 
of  the  cost.  What  concerns  me  is,  I  don't  think  that  it  will  work. 

I  offered  you  a  chance  last  year  to  prove  it  would  work  but  un- 
fortunately that  is  something  that  the  Department  didn't  want  to  do 
when  we  actually  got  to  a  showdown  on  it. 

Senator  Xelson. 

Secretary  Richardson.  Mr.  Chairman,  let  me  say  this:  As  I  said 
very  many  times  last  year,  and  would  like  to  reiterate  now,  we  in 
HEW  stand  ready  to  work  with  the  committee  toward  any  better  solu- 
tion than  we  have  been  able  to  produce  but  I  think  it  is  significant  that 
the  elements  of  welfare  reform  originally  proposed  by  the  President 
in  August  1969,  having  had  very  careful  consideration  in  the  House 
last  year,  and  then  by  this  committee  in  the  Senate,  having  been  re- 
examined on  the  House  side  again  in  this  Congress,  still  remain  es- 
sentially intact.  I  would  say  this,  in  short :  I  do  not  believe  that  there 
are  that  many  ways  of  doing  it.  If  you  are  concerned  with  trying  to  as- 
sure that  a  person  working  is  always  better  off  than  a  person  on  wel- 
fare, if  you  are  concerned,  therefore  with  providing  some  element  of 
wage  incentive,  if  you  are  concerned  with  trying  to  get  people  into  jobs 
and  off  welfare,  there  are  only  a  certain  number  of  things  you  can  do. 
They  may  or  may  not  turn  out  to  be  in  combination  as  effective  as 
we  hoped;  these  are  all  the  things  that  Secretary  Hodgson  testified 
about  the  other  day. 

We  would  be  glad  to  have  the  committee  improve  the  program.  We 
think  you  are  going  to  have  to  go  through  once  you  get  down  to  mark- 
ing the  bill,  through  the  same  funnel  the  rest  of  us  have  been  through, 
and  maybe  you  will  come  out  with  adjustments  in  one  form  or  the 
other.  You  may  want  to  do  something  about  the  man-in-the-house  or 
residency  or  chasing  runaway  fathers,  but  if  you  are  going  to  enact  any 
program  at  all,  and  I  hope  you  will,  I  think  it  is  going  to  have  to 
look  quite  a  lot  like  this  because  there  just  are  not  that  many  ways 
of  doing  it. 
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The  Chairman.  Well,  that  we  will  see. 
Senator  Nelson. 

Characteristics  of  Welfare  Recipients  Under  H.R.  1  and 

Alternative  Proposals 

Senator  Nelson.  Mr.  Secretary,  have  you  submitted  to  the  com- 
mittee the  breakdown  of  the  column,  where  you  end  up  at  19,400,000 
welfare  recipients.  Do  you  have  a  breakdown  of  who  they  are;  how 
mairy  are  working  poor,  how  many  ADC,  elderly,  ill,  and  so  forth? 

Secretary  Richardson.  Yes,  we  do.  Of  course,  I  would  just  say  we 
would  be  glad  to  furnish  this  for  the  record,  but  I  think  it  is  obvious 
that  as  the  breakeven  point  goes  up  you  cover  more  and  more  families 
with  substantial  earnings. 

Breakdown  of  194  million  FAP-OFP  eligibles 

Millions 

Total  FAP  eligibles  in  1973 19.  4 

Children  under  16 11.0 

16/17  in  school 0.9 

10/17  not  in  school 0.2 

Adults — 18  and  over  not  in  school 6.  8 

Adults — 18  and  over  in  school 0.  5 

Excluded  from  registration 16.  6 

Children  under  16 11.0 

Wives  of  family  heads 2.  2 

Female  heads,  child  under  6 0.  8 

Aged/disabled 1.  0 

Persons  required  in  home 0.  3 

Full  time  students — 16  and  over 1.  3 

Required  to  register 2.  8 

Full  time/full  year  workers 1.  4 

16/17  not  in  school ".2 

Adults,  18  and  over,  not  otherwise  excluded 1.  2 

The  Chairman.  Could  I  interject  just  one  point  there,  Senator, 
because  I  would  like  to  add  this  to  the  record.  Mr.  Secretary,  would 
you  mind  adding  to  your  chart  what  happens  if  you  apply  the  $6,500 
figure  because  there  is  a  great  deal  of  agitation  for  that.  I  am  talking 
about  the  chart  you  supplied. 

Secretary  Richardson.  Yes. 

The  Chairman.  Would  you  mind  providing  us  with  the  terms  of 
numbers  of  people  and  in  terms  of  dollars,  how  much  money  it  would 
cost  and  how  many  people  would  be  on  the  welfare  rolls.  And  I  would 
appreciate  it  if  you  would  also  try  to  break  that  down  as  between 
adults  and  children,  so  we  can  see  just  what  percentage  of  adult  popu- 
lation and  what  percentage  of  the  child  population  we  are  talking 
about  when  you  get  into  those  kinds  of  figures.  Would  you  mind  sup- 
plying a  chart  like  that  ? 

Secretary  Richardson.  Yes,  sir.  We  can  extend  the  figures  in  the 
form  you  have  shown  them  in  multiples  up  to  $6,500 

The  Chairman.  Right. 

Secretary  Richardson.  Very  promptly.  The  breakdown  between 
families  and  children,  I  am  not  sure  whether  that  may  take  a  little 
longer.  But  we  can  certainly  provide  the  first  data  right  away. 
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It  has  been  called  to  my  attention,  Mr.  Chairman,  that  we  have  a 
tabulation  which  does  show  characteristics  of  persons  covered  by  the 
$6,500  welfare  reform  plan  in  terms  of  numbers  of  persons,  payments, 
sex  of  family  head,  race  of  family  head,  age  of  family  head,  presence 
of  children,  region  of  residence ;  under  that  heading,  whether  within  a 
central  city  or  suburb  or  outside  of  it. 

The  Chairman.  I  will  ask  it  be  printed.  We  want  all  the  informa- 
tion that  we  can  muster  relative  to  what  we  are  trying  to  do,  Mr.  Sec- 
retary, and  if  your  staff  will  go  over  the  information  you  have  and 
make  it  available  to  our  staff,  I  would  like  to  assure  that  everything 
that  might  help  somebody  in  his  thinking  about  this  bill  is  available 
to  him. 

(Material  supplied  follows:) 

CHARACTERISTICS  OF  PERSONS  COVERED  BY  THE  $6,500  WELFARE  REFORM  PLAN 


Number  of 

persons 

(millions) 

Payments 
(billions) 

Number  of 

persons 

(millions) 

Payments 
(billions) 

Total - 

112.0 

$72.4 

Place  of  residence: 

Inside  SMSA_ 

Central  city. 

Urban  fringe.. 

OutsideSMSA 

64.3 
32.9 
31.4 
47.6 
16.3 
31.4 

62.2 

12.7 
5.4 

2.8 

1.7 

3.0 

24.2 

15.6 

48.0 
32.1 
16.3 

$40.0 
22.8 
17.2 

Sex  of  family  head: 

Male 

89.9 
22.0 

91.1 
20.9 

96.7 

15.3 

87.1 
24.9 

24.6 
29.8 
39.3 
18.2 

49.0 
23.5 

54.5 
18.0 

58.4 
14.0 

50.5 
22.0 

15.3 
17.5 

28.1 
11.5 

32.5 

Race  of  head: 

White:          

Urban 

Rural 

Work  experience  of  head: 
Full-time: 

50-52  weeks. 

27-49  weeks... 

10.4 
22.1 

Nonwhite_ 

Age  ot  head: 
Under65 

28.4 

7.5 

Presence  of  children: 

With  children  or  student 
13  to  21 

Without  children 

Region  of  residence: 

Northcentrai 

South.. 

West 

1-26  weeks 

Part-time: 

50-52  weeks     

4.6 
2.3 

27-49  weeks 

1-26  weeks     

1.4 
3.0 

No  work 

Number  of  earners  in  family: 
No  earners  .     

25.2 
19.0 

1  earner           

29.9 

2  earners  

3  or  more  earners 

15.9 
7.7 

The  Chairman.  Senator  Nelson,  I  am  sorry. 

Senator  Nelson.  At  some  stage  the  question  is  going  to  be  raised  as 
to  what  happens  if  you  have  a  tax  rate  of  60  percent  and  what  happens 
with  a  tax  rate  of  50.  That  is,  what  is  the  changing  character  and  com- 
position of  the  beneficiary  groups  at  19  million  and  26  million.  How 
does  the  character  of  the  makeup  or  composition  of  the  increasing 
numbers  change,  if  it  does  change.  Could  that  be  supplied  ? 

Secretary  Richardson.  I  believe  so.  Let  me  ask  Mr.  Mahoney. 

Yes,  we  can  do  that. 

Increases  in  the  number  of  families  eligible  for  assistance  resulting  from 
increases  in  benefit  levels  tend  to  come  disproportionately  from  white,  working, 
male-headed  families.  For  example,  raising  the  benefit  level  in  H.R.  1  from 
$2,400  to  $2,800  would  make  approximately  1.2  million  additional  families  eli- 
gible. Of  these  families,  slightly  over  a  million  (86%)  would  be  male-headed; 
850.000  (71%)  would  be  white;  and  over  1.1  million  (94%)  would  have  some 
work  experience  during  any  given  year.  The  heads  in  over  60%  of  these  families 
would  be  persons  working  full  time  all  year  long.  The  additional  eligible  fam- 
ilies would  not  come  from  the  various  regions  or  labor  market  areas  of  the 
country    in    any    disproportionate    way.    Summary    comparisons    of   the    major 
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demographic  characteristics  of  family  heads  under  the  two  plans  are  shown 


Percent  of  families 

Characteristic  ~  ~    , " — ' 

$2,400  plan  $2,800  plan 

Total  families- ,„„  . 

- ---- - -- 100.0  100.0 

Work  experience: — 

Some  work  experience  during  year  .. 

No  work  experience  during  year                       "?•  ?  'I-5 

Sexofhead:                                        " 35.5  29.5 

Male 

Female - 47- 7  56.8 

Raceofhead:                 "" " - 52.3  43.2 

White 

Nonwhite — 62-°  64:2 

Region:                   "' "" "" - 38.0  35.8 

Northeast.. 

Northcentral         "  ""               " " —  -  20-9  20.5 

South....     "    " • — - - - 20.2  21.2 

West...         """"                      " " - 42.6  42.4 

_ ' " " 16.3  15.9 

Senator  Nelson.  May  I  ask  another  question? 

-Does  the  administration  proposal  anticipate  elderly  poor  working? 

Public  Service  Employment  for  Elderly  Persons 

Secretary  Richardson.  There  is  provision  in  the  coverage  of  the 
adult  categories  including  the  elderly,  for  essentially  the  same  re- 
tention rate  or  disregard  of  earnings  that  there  is  in  the  case  of  the 
other,  that  is  the  coverage  of  families.  The  projections  of  cost  don't 
assume  that  many  of  them,  fortunately,  would  actually  be  working. 

Senator  Nelson.  I  am  just  wondering  if  we  shouldn't  take  a  look 
at  that. 

Under  the  mainstream  program,  which  we  have  had  experience 
with  now  for  6  years  or  so,  we  have  elderlv  poor  who  are  working 
and  they  can  earn  up  to  $1,500  a  year.  As  vou  know,  some  of  the  peopl? 
under  this  program  are  80  years  old.  many  in  their  60's  and  70's  and 
they  are  very  enthusiastic  workers.  They  are  all  working  because  they 
want  to  work,  and  they  are  working  on  projects  in  the  field  of  parks, 
recreation,  highway  beautification,  and  doing  remarkable  jobs.  It  gives 
them  responsible  work  and  monev  which  they  both  need  and  want 
I  am  wondering  whether  we  shouldn't  try  to  build  into  this  program 
the  opportunity  for  the  elderly  who  wish  to  work  to  be  able  to 
participate. 

Secretary  Richardson.  We  certainly  think  it  is  a  very  healthy  and 
valuable  kind  of  emphasis  to  try  to  provide.  The  program  does,  in 
effect,  incorporate  work  incentives  as  adequate  as  seem  feasible,  essen- 
tially through  the  same  device  of  the  disregard  of  $60  a  month  in 
order  to_  cover  work  expenses,  and  then  a  disregard  of  one-third  of 
the  remainder. 

In  the  case  of  recipients  of  social  security  benefits,  there  has  always 
been  a  liberalization  of  the  retirement  test  which  means  therefore  that 
a  beneficiary  under  age  72  may  earn  $2,000  in  a  vear  and  still  be  paid 
full  social  security  benefits.  This  is  an  increase  from  $1,680. 

There  is  also  a  provision  to  the  effect  that  instead  of  reducing  bene- 
fits dollar  for  dollar  over  that  there  would  be  a  reduction  of  $1  for 
each  $2  of  all  earnings  above  $2,000.  for  each  dollar  of  earnings  above 
$2,880  without  any  maximum  limit.  In  other  words,  vou  just  reduce 
benefits  $1  for  $2  earned  down  to  the  point  where  the  benefit  total 
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would  be  eliminated,  and  this  is  another  provision  specifically  designed 
to  encourage  work  on  the  part  of  those  who  would  otherwise  be  retired. 

Senator  Nelson.  The  public  service  employment  jobs  in  the  bill 
total  200,000,  is  that  right? 

Secretary  Richardson.  Yes. 

Senator  Nelson.  Is  there  provision  or  is  it  contemplated  that  the 
program  will,  in  fact,  afford  opportunity  for  public  service  employ- 
ment by  elder  citizens  of  the  nature  that  is  now  being  performed 
under  the  mainstream  program. 

Secretary  Richardson.  Yes ;  I  think  so.  Of  course,  there  is  the  pro- 
gram generally  administered  by  Action  which  aims  at  finding  useful 
volunteer  roles  for  elderly  people  also,  in  order  to  keep  them  partici- 
pating actively  in  their  communities. 

The  problem  with  the  200,000  jobs  is  the  problem  of  the  competing 
claims  for  them  in  a  given  area,  including  people  in  families  with 
children  and,  as  Senator  Ribicoff  pointed  out  earlier,  the  minimum 
benefit  levels  are  relatively  more  adequate  for  adults  than  for  families 
if  there  is  no  supplementation  by  earnings. 

Senator  Nelson.  One  of  the  staff  members  states  that  under  the  bill 
all  the  200,000  jobs  are  for  families. 

Secretary  Richardson.  Yes,  that  is  correct — I  have  just  been 
reminded  of  that,  too. 

Senator  Nelson.  What  is  the  definition  of  a  family  in  the  bill? 

Secretary  Richardson.  With  children. 

Senator  Nelson.  With  children.  It  would  seem  to  me  we  ought  to 
do  something  about  that  public  service  aspect  because,  I  would  think, 
if  it  is  limited  it  is  quite  discriminatory  against  the  elder  citizen  who 
wants  to  work  and  needs  supplemental  income.  Some  25  percent  of 
the  elderly  are  living  in  poverty.  The  mainstream  program  has  been 
experimented  with  for  several  years  and  it  is  a  very  popular  program 
and  a  very  successful  one.  I  would  hate  to  think  that  we  are  not  going 
to  give  the  opportunity  to  the  elderly  poor  to  have  public  service 
employment  opportunities.  I  am  wondering  if  it  wouldn't  be  worth 
while  to  take  another  look  at  this  problem  and  consider  just  expanding 
what  is  in  fact  now  the  mainstream  program. 

It  is  one  way  furthermore  to  give  some  opportunity  for  the  rural 
areas  to  participate.  I  worry  that  somehow  or  another  with  the  dra- 
matic and  visible  evidence  of  poverty  in  the  city  areas  that  we  end 
up  discriminating  against  rural  areas.  The  concentration  of  poverty 
in  the  rural  areas  is  not  so  visible. 

There  are  more  poor  people  in  rural  America  than  in  the  cities. 
Over  the  years  in  our  poverty  programs  we  have  discriminated  against 
rural  areas  where  there  is  more  poverty  than  in  the  cities  because  I 
think  the  cities  problems  are  more  visible  and  there  are  more  people 
down  here  in  the  Congress  representing  cities  than  there  are  repre- 
senting rural  areas.  But  I  think  we  have  got  to  do  something  about 
providing  an  opportunity  for  elderly  poor  in  both  cities  and  rural 
areas  to  earn  some  money  and  make  a  useful  contribution  to  their 
community. 

Secretary  Richardson.  I  certainly  agree  with  the  general  thrust  of 
what  you  are  saying,  Senator.  The  problem  is  simply  the  problem  of 
the  level  at  which  the  public  service  program  is  funded  initially.  In 
general,  the  thrust  of  what  the  Action  Agency  is  doing  and  a  good  deal 
of  work  being  done  by  the  Administration  on  Aging  in  HEW  is  con- 
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cerned  with  both  the  income  levels  and  rewarding  useful  occupation 
of  elderly  people. 

So  far  as  the  rural  areas  are  concerned,  the  effect  of  H.R.  1  is  signifi- 
cantly, of  course,  to  improve  income  levels  in  rural  areas  especially. 
Secretary  Veneman  has  something  to  say. 

Mr.  Veneman.  Senator  Nelson,  I  think  might  be  helpful  to  see  the 
motivation  of  putting  200,000  in  H.R.  1  as  opposed  to  the  manpower 
bill  signed  by  the  President  recently.  The  purpose  was  to  have  job 
opportunities  for  those  persons  who  were  required  to  register  for  work. 
Persons  in  the  adult  categories,  although  they  have  the  incentive  to 
work  are  not  required  to  work.  So  that  was  the  reason  that  these  jobs 
were  identified  for  public  assistance  recipients  with  families  because 
we  do  have  the  work  registration  requirements.  However,  I  believe  the 
manpower  act,  and  you  know  better  than  I,  I  am  sure,  that  was  re- 
centlv  signed  does  include  public  service  jobs,  additional  public  serv- 
ice jobs,  different  funding,  but  for  which  the  adults  would  be  entitled 
who  were  on  public  assistance.  They  would,  in  turn,  get  the  incentive 
of  the  $60  a  month  for  the  disregard  under  the  public  assistance  act 
plus  the  incentive  that  is  in  the  public  service  job  provisions  of  the 
manpower  program. 

Senator  Anderson.  The  chairman  has  asked  me  to  adjourn  the 
meeting  at  this  time. 

Mr.  Secretary,  are  you  going  to  be  back  again  at  3 :30  ? 

Secretary  Richardson.  Fine. 

Senator  Anderson.  In  the  same  room. 

Secretary  Richardson.  Fine,  thank  you. 

(Whereupon,  at  12:20  p.m.,  the  committee  was  recessed,  to  recon- 
vene at  3 :30  p.m.,  of  the  same  day.) 

Afternoon  Session 

The  Chairman.  This  hearing  will  come  to  order. 

Senator  Jack  Miller  would  like  to  ask  a  few  questions  he  had  been 
holding  for  the  morning  session  and  the  chairman  recognizes  him  for 
that  purpose. 

Senator  Miller.  Thank  you,  Mr.  Chairman. 

Impact  or  Alternative  Earnings  Disregard  Rates 

Mr.  Secretary,  we  had  this  chart  down  here  this  morning,  and  it 
showed  some  of  the  50  percent  and  67  percent  bite  out  of  additional 
earnings.  I  am  wondering  if  we  could  have  your  staff  prepare  us  some 
additional  figures,  preferably  in  chart  form,  which  would  show  us 
what  would  happen  if  instead  of  the  67-percent  bite  there  would  be  a 
75-percent  bite.  Also  what  it  would  look  like  if  we  had  a  65  percent, 
also  a  60  percent. 

I  think  that  could  probably  be  worked  out  without  too  much  diffi- 
culty, couldn't  it. 

Secretary  Richardson.  Oh,  yes ;  we  could  do  that. 

Senator 'Miller.  Then  in  addition  to  that  suppose  instead  of  the 
$720  disregard  we  had  a  $360  disregard  and  how  that  would  look  if 
we  had  a  67-,  a  65-,  and  a  60-percent  bite. 

Now,  one  reason  I  am  asking  for  those  figures  is  to  give  the  Finance 
Committee  a  chance  to  consider  some  of  its  options.  I  understand  that 
many  welfare  administrators  had  laid  much  of  the  blame  for  the  in- 
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ability  to  get  people  off  the  AFDC  rolls  on  the  earnings  disregard 
provisions  which  were  adopted  in  1967.  This  disregard  feature  also  is, 
as  I  understand  it,  one  of  the  most  expensive  features  of  the  present 
proposal  for  expanding  welfare  coverage.  In  fact  to  keep  the  cost  of 
living  within  some  sort  of  bounds,  as  you  know,  the  House  reduced 
or  increased  the  earnings  disregard,  or  reduced  them,  I  should  say, 
from  50  percent  to  33i/3  percent. 

I  am  also  advised  that  the  New  Jersey  guaranteed  income  experi- 
ment has  not  found  that  different  disregard  rates  really  make  any 
difference  in  work  incentives,  and  that  the  Department  of  HEW  has 
not  found  it  worthwhile  to  come  up  with  any  information  as  to  the 
effects  on  work  incentives  with  the  disregard  adopted  in  the  1967  act. 

In  view  of  this  lack  of  evidence  how  much  confidence  do  you  really 
have  in  this  disregard  feature  of  the  pending  H.R.  1  ? 

Secretary  Richardson.  Senator  Miller,  let  me  begin  my  answer  by 
pointing  out  that  part  of  the  problem,  as  the  committee  has  noted 
in  its  own  charts,  that  is  that  any  bite  taken  out  of  earnings  is  affected 
by  other  related  programs  to  some  degree. 

.  The  issue  over  the  charts,  of  course,  is  an  issue  over  the  extent  of  this 
impact.  At  any  rate,  it  is  a  factor  to  be  taken  into  account  in  consider- 
ing the  level  at  which  the  percentage  figure  is  placed. 

A  second  point  that  needs  to  be  brought  forward  at  this  stage  is, 
the  effect  of  the  disregard  of  work  related  expenses  under  current  law. 
One  of  the  things  which  has  the  consequence  of  in  some  cases  continu- 
ing eligibility  for  welfare  payments,  despite  a  comparatively  high 
level  of  earnings,  is  the  disregard  of  expenses  of  day  care,  for  exam- 
ple, or  the  disregard  of  income  earned  by  a  student.  The  kind  of  exam- 
ples, for  instance,  which  Governor  Reagan  has  used  to  show  how  high 
up  the  income  scale  you  can  go  and  still  get  benefits  in  California,  is 
more  attributable  to  the  disregard  of  related  expenses  under  the  1967 
amendments  than  the  thirty  and  one-third  feature  in  itself. 

This  all  leads  to  the  reason  why  the  Committee  on  Ways  and  Means, 
although  increasing  the  deductible  expenses  of  work,  that  is  the  cost 
of  going  to  work,  including  carfare,  gasoline,  and  so  on  from  $30  a 
month  to  $60  a  month,  simultaneously  put  a  lid  on  work  related  ex- 
penses of  $2,000  for  a  family  of  four.  This  includes  the  other  disre- 
gards in  effect,  and  increases  to  a  $3,000  maximum  for  a  family  of 
six  so  as  to  top  off  these  cases  with  very  high  earn  income  and  yet 
continuing  the  eligibility  for  benefits. 

I  go  into  this  because  the  effect  of  H.R.  1  is  not  otherwise  significant- 
ly to  change  the  disregards  under  present  law.  It  slightly  increases 
them  by  providing  for  a  national  work  expense  total  of  $60  a  month 
instead  of  $30  as  a  flat  disregard  plus  any  other  expenses  that  the  in- 
dividual could  plausibly  claim  to  be  w7ork  related. 

We  can,  and  will,  provide  the  figures  for  you,  but 

Senator  Miller.  Additionally  would  you  be  good  enough  to  find  or 
to  supply  us  with  the  figure  if  there  were  no  disregard  at  all.  I  asked 
you  for  the  $720  and  $360,  and  let's  assume  no  disregard  in  that  side  of 
the  equation,  and  then  the  67, 65,  and  60. 

Secretary  Richardson.  We  could  do  that.  I  just  say  the  reason  of 
course  why  there  is  any  flat  disregard  for  work  expenses  in  the  pro- 
posal at  all  is  simply  that  otherwise  it  may  be  difficult  to  get  an  in- 
dividual not  working  at  all  over  the  threshold  of  at  least  a  part-time 
job.  But,  of  course,  whether  to  do  it  or  not  is  a  question  of  judgment, 
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and  we  would  be  glad  to  furnish  the  figures  as  a  basis  for  the  commit- 
tee's exercise  of  judgment  on  this  issue. 
(The  information  follows:) 

Senator  Miller  asked  for  Cost  and  Caseload  figures  for  programs  with  : 

A— different  reduction  formulas— 50%,  60%,  65%,  66%%,  and  75% 

B— using  different  disregards— $720,  $360,  and  0 
The  three  charts  attached  show  cost  and  caseloads  for  $2400,  $2600,  $2800, 
$3000,  $3200,  $3400,  and  $3600  programs  applying  the  different  reduction  formu- 
las mentioned  above.  The  factor  which  distinguishes  the  charts  is  the  disregard 
amount. 

Chart  I— $720  disregard 

Chart  II— $360  disregard 

Chart  III— 0  disregard 

CHART  I— ESTIMATES  OF  COSTS  AND  ELIGIBLE  RECIPIENTS  UNDER  ALTERNATIVE  PLANS 

$720  DISREGARD 

Benefit   reduction   formula   (percent) 


Benefit  level  50  60  65  66?$  75 

Total  payments  (in  billions  of  dollars) 

$2,400 7.9                   7.1  6.5  6.4  5.9 

$2,600 9.4                   8.4  7.5  7.4  6.8 

$2,800 11.0                   9.8  8.7  8.6  7.8 

$3,000 12.8  11.3  9.9  9.8  8.9 

$3,200 14.7  13.0  11.3  11.1  10.1 

$3,400    16.8  14.8  12.7  12.6  11.4 

$3,600 19.0  16.7  14.3  14.1  12.8 

Total  recipients  (in  millions  of  persons) 

$2,400        28.1  20.3  19.6  19.4  15.7 

$2,600  32.9  23.1  20.3  20.1  17.6 

$2,800  .      36.7  26.0  22.9  22.0  19.9 

$3,000  40.2  30.5  25.5  24.5  20.3 

$3,200             42.0  34.5  29.6  28.1  22.5 

$3,400  .     47.0  38.2  33.0  31.7  24.8 

$3,600 53.6  40.2  36.2  35.2  28.1 

Note:  Estimates  are  based  on  a  projection  of  the  March  1969  current  population  survey  and  include  adjustments  for 
Puerto  Rico,  Guam,  and  the  Virgin  lslands(which  are  not  included  in  theCPS).  The  estimates  of  cost  assume  a  full  year  of 
payments  to  the  working  poor  and  reflect  no  savings  due  to  the  implementation  of  the  public  service  job  program.  Because 
of  thetremendouscost of  processing  a  given  plan  through  the  computer,  estimates  of  the  cost  and  caseloads  of  intermediate 
plans  are  based  on  interpolation  between  estimates  of  other  plans,  which  were  produced  by  the  department's  computer 
assisted  estimating  model, 

CHART  II— ESTIMATES  OF  COSTS  AND  ELIGIBLE  RECIPIENTS  UNDER  ALTERNATIVE  PLANS 

$360  DISREGARD 

Benefit  reduction  formula  (percent) 


Benefit  level  50  60  65  66?i  75 

Total  payments  (in  billions  of  dollars) 

$2,400                                   7.3  6.5  6.0  5.9  5.5 

$2,600. 8.7  7.7  6.9  6.8  6.3 

$2,800                                 10.2  9.0  8.0  7.9  7.2 

$3,000    .               11.8  10.5  9.1  9.0  8.2 

$3200.                              13.6  12.0  10.3  10.2  9.3 

$3  400  """"  15.5  13.7  11.6  11.5  10.5 

$3*600__I__I 17.6  15.5  13.1  12.9  11.7 

Total  recipients  (in  millions  of  persons) 

$2,400                                             .  25.0  18.6  17.6  17.3  14.6 

$2,600     "         •  29.6  21.4  18.6  18.3  16.1 

$2800 ~ ~       .  33.1  23.5  21.0  19.8  17.9 

$3,000 36.8  27.3  22.8  22.2  18.6 

$3,200  .                                        ..  37.7  31.2  26.5  25.0  20.4 

$3,400 43.7  34.0  30.0  28.5  22.4 

?3|600.. .-  49.6  36.8  32.7  31.9  25.0 

Note:  Estimates  are  based  on  a  projection  of  the  March  1969  current  population  survey  and  include  adjustments  for 
Puerto  Rico,  Guam,  and  the  Virgin  Islands  (which  are  not  included  in  the  CPS).  The  estimates  of  cost  assume  a  full  year 
of  payments  to  the  working  poor  and  reflect  no  savings  due  to  the  implementation  of  the  public  service  job  program. 
Because  of  thetremendouscost  of  processing  a  given  plan  through  the  computer,  estimates  of  the  cost  and  caseloads  of 
of  intermediate  plans  are  based  on  interprolation  between  estimates  of  other  plans,  which  were  produced  by  the  Depart- 
ment's computer  assisted  estimating  model. 
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CHART  III.— ESTIMATES  OF  COSTS  AND  ELIGIBLE  RECIPIENTS  UNDER  ALTERNATIVE  PLANS 

$0  DISREGARD 

Benefit  reduction  formula  (percent) 
Benefit  level 


$2,400.... 

$2,600 

$2,800 

$3,000 

$3,200 

$3,400 

$3,600.... 

$2,400 

$2,600 

$2,800 

$3,000.. 

$3,200.. 

$3,400 

$3,600. 

Note:  Estimates  are  based  on  a  projection  of  the  March  1969  current  population  survey  and  include  adjustments  for 
Puerto  Rico,  Guam,  and  the  Virgin  Islands  (which  are  not  included  in  the  CPS).  The  estmates  of  cost  assume  a  full  year 
of  payments  to  the  working  poor  and  reflect  no  savings  due  to  the  implementation  of  the  public  service  job  program. 
Because  of  the  tremendous  cost  of  processing  a  given  plan  through  the  computer,  estimates  of  the  cost  and  caseloads  of 
intermediate  plans  are  based  on  interpolation  between  estimates  of  other  plans,  which  were  produced  by  the  department's 
computer  assisted  estimating  model. 

Senator  Miller.  I  appreciate  that.  I  think  it  would  be  helpful  to 
us.  I  am  a  little  surprised  at  your  statement  that  you  have  just  made 
regarding  the  difficulties  of  getting  some  over  this  threshold  of  no 
work  to  at  least  part-time  jobs,  because  my  understanding  is  that 
the  so-called  penalty  provisions  in  the  bill,  the  loss  of  $800  if  a  father, 
for  example,  refuses  to  register  and  take  suitable  work — since  it  is 
not  a  guaranteed  annual  income  bill — are  supposed  to  be  an  incentive 
to  get  to  work. 

Secretary  Richardson.  Well,  you  are,  of  course,  right,  but  there 
are  some  expenses  associated  with  work,  including  possible  necessity 
of  having  clothes  appropriate  for  reporting  to  work,  travel,  and  so 
on. 

Senator  Miller.  I  think  that  is  so.  But,  on  the  other  hand,  you  have 
a  tradeoff.  You  might  say  to  somebody  "look,  we  are  not  going  to 
allow  you  any  $720  of  disregard.  We  are  just  going  to  let  you  disre- 
gard 35  percent  of  your  earnings."  This  is  better  than  disregarding  30 
percent. 

Secretary  Richardson.  You  could  do  it  that  way. 

Senator  Miller.  I  think  the  figures  down  there  are  very  important 
in  helping  us  to  arrive  at  any  decision,  and  it  might  even  simplify 
things  to  handle  it  that  way. 

Secretary  Richardson.  Yes.  I  was  merely  trying  for  the  record  to 
indicate  why  it  is  proposed  as  it  is,  that  is  simply  that  it  costs  a  certain 
amount  to  go  to  work,  and  this  cost  does  not  increase  proportionately 
to  earnings,  and  so  it  is  proposed  that  there  should  be  a  flat  disregard 
to  overcome  those  threshold  costs. 

But.  to  repeat,  whether  the  committee  is  convinced  of  this  or  would 
prefer  to  do  it  without  a  flat  disregard  and  simply  attach  some  per- 
centage figure  as  the  share  of  earnings  to  be  kept  from  the  outset  with- 
out considering  this  factor  is,  as  I  said,  a  question  of  judgment. 
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Treatment  of  Earnings  of  Persons  Classified  as  Unemployable 

Senator  Miller.  An  interesting  suggestion  has  been  made  in  this  re- 
spect. The  disregard  provisions  that  you  show  us,  they  are  in  H.R.  1, 
apply,  as  I  understand  it,  to  both  the  employables  and  the  unemploy- 
ables, is  that  correct? 

Secretary  Richardson.  I  don't  quite  follow  the  question,  Senator 
Miller,  because  the- 


Senator  Miller.  It  is  my  understanding 

Secretary  Richardson.  Because  in  the  unemployables  there  would 
be  no  earnings  and  the  disregard  can  attach  only  with  respect  to  some 
portion  of  earnings  and  would  have  the  effect  of  reducing  countable 
earnings  by  offsetting  costs  related  to  working.  So  if  you  don't  have 
any  income  from  work  there  can  be  no  disregard  of  any  portion  of 
that  income. 

Senator  Miller.  That  is  so.  I  want  to  make  sure  that  in  your  in- 
terpretation of  unemployables  you  mean  people  who  don't  have  any 
earnings  at  all. 

Secretary  Richardson.  That  is  what  we  mean.  Anyone  who  can 
work  would  be  required  by  the  terms  of  H.R.  1,  as  it  presently  stands, 
to  register  for  work,  which  automatically  then  has  a  consequence  of 
attaching  all  of  those  work-related  responsibilities  that  the  Secretary 
of  Labor  will  administer,  starting  with  training  and  even  going  up  to 
assistance  in  finding  a  job. 

Senator  Miller.  But  suppose  that  they  have  been  classified  as  un- 
employable, and  then  they  earn  some  money.  It  seems  to  me  that  if  we 
are  going  to  not  be  teasing  around  with  a  definition  of  unemployable 
that  there  certainly  ought  not  to  be  any  disregard  in  that  case. 

Secretary  Richardson.  Well,  there  is  provision  in  the  law  for  the 
requirement  of  a  quarterly  report  of  any  earnings.  That  is,  it  would 
be  a  violation  of  law  subject  to  criminal  penalty  not  to  report  this, 
except  of  course  the  small  amount  of  $30,  in  effect  incidental  earn- 
ings, that  can  be  disregarded  for  the  quarter. 

In  other  words,  if  you  just  happen  to  be  paid  for  odd  jobs  in  an 
amount  of  $30  or  less  for  the  quarter  you  don't  have  to  report  this. 
That  doesn't  enter  into  what  are  considered  earnings.  There  are  cer- 
tain other  kinds  of  money  that  may  come  into  the  hands  of  the  family, 
from  other  public  agencies  or  charities,  not  required  to  be  considered 
earnings  either. 

Senator  Miller.  I  am  only  referring  to  a  situation  where  you  have 
a  person  who  has  been  classified  as  unemployable,  and  they  become 
employable.  It  seems  to  me  once  they  are  classified  as  unemployable 
they  should  not  expect  to  have  any  disregard,  and  if  they  don't  like 
that  then  let  them  get  into  the  category  of  being  employable.  I 
think 

Secretary  Richardson.  "Well,  automatically,  Senator,  if  a  person 
who  is  originally  exempt  from  registering,  let's  say  a  mother  with  a 
2-year-old  child  who,  because  of  the  fact  the  child  is  of  preschool  age, 
is  not  required  to  register,  may  nonetheless  voluntarily  become  em- 
ployed, and  choose  to  have  the  child  get  the  benefit  of  available  day 
care.  In  that  case,  that  person  becomes,  in  effect,  one  of  the  employ- 
ables for  purposes  of  the  other  provisions  of  the  law,  and  is  given  the 
same  benefit  of  the  disregard  as  anybody  else,  having  elected  to  be 
employed.  If  such  a  mother  gets  the  job — first  is  not  required  to  regis- 
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ter,  has  been  getting  benefits  through  the  family  assistance  plan,  but 
then  gets  a  job,  and  does  not  report  she  would  be  guilty  of  violating 
the  requirement  of  reporting. 

Senator  Miller.  Well,  I  am  just  trying  to  make  sure  that  we  don't 
have  abuse  of  the  classification,  and  if  your  definition  of  unemploy- 
able is  one  that  is  not  earning  any  money,  once  they  start  earning 
any  substantial  amount  of  money  they  are  no  longer  in  the  classifica- 
tion of  being  unemployable,  I  think  that  probably  would  suffice. 

State  Supplementary  Payment  to  Individual  Refusing  To 
Participate  in  Work  or  Training 

Now  finally,  Mr.  Secretary,  on  page  13  of  your  statement  to  the  com- 
mittee on  July  27,  you  say : 

Furthermore,  H.R.  1  strengthens  the  provision  in  last  year's  bill  by  prohibiting 
family  payments  to  those  who  refuse  to  register  and  allows  the  payments  for  the 
family  to  be  made  to  a  person  other  than  a  family  member  or  an  agency  interested 
or  concerned  with  the  welfare  of  the  family.  The  penalty  for  refusing  to  register 
could  also  be  extended  on  a  pro  rata  basis  to  State  supplementary  payments  being 
administered  by  the  Federal  Government. 

You  will  recall  that  last  year  I  raised  this  point  about  the  bills  pend- 
ing then  indicating  that  it  seemed  to  me  if  the  person  refused  to  register 
not  only  should  they  be  cut  back  on  their  Federal  payment  but  we 
ought  to  provide  in  there  that  the  State  will  cut  back  on  its  supplemen- 
tal, too,  on  a  pro  rata  basis,  and  I  recall  that  your  response  was  com- 
pletely favorable,  and  I  believe  that  that  was  the  way  the  final  draft 
bill  appeared. 

Now  here  we  are  a  year  later  and  it  looks  like  we  are  almost  back 
where  we  started  from  because  you  used  the  word  "could"  and  I  would 
hope  that  we  would  change  this  to  "would,'-  but  the  bill  in  its  draft 
form  does  not  provide  that  "would".  We  ought  to  have  a  recommenda- 
tion from  you  that  we  change  it  so  that  you  would  be  able  to  tell  the 
committee  that  the  penalty  for  refusing  to  register  would  also  be  ex- 
tended to  State  supplements  just  like  we  did  last  year  for  old  times 
sake.  [Laughter.] 

Secretary  Richardson.  It  is  very  alert  of  you,  Senator  Miller,  to 
spot  this.  The  reason  why  it  says  "could"  is  that  when  the  bill  was 
changed  to  eliminate  Federal  matching  of  State  supplement,  it  was 
provided  in  effect  that  the  Secretary  would  negotiate  the  arrangements 
under  which,  pursuant  also  to  the  hold  harmless  clause,  the  Federal 
Government  would  administer  the  State  supplement.  This  left  open 
in  some  cases  questions  as  to  the  terms  and  conditions  of  Federal 
administration  including,  in  addition  to  this  one,  the  question  of  the 
consistency  of  the  States  own  work  incentive  provisions,  disregards 
and  so  on  with  the  Federal  system. 

I  would  like  to  ask  Under  Secretary  Veneman  to  supplement  this 
a  little  bceause  he  was  in  the  sessions. 

I  would  only  conclude  by  saying  that  so  far  as  I  am  concerned,  if 
the  law  is  otherwise  left  as  it  is  presently  written,  I  would  insist  that 
the  State  provide  for  the  pro  rata  reduction  as  part  of  this  kind  of 
agreement. 

Senator  Miller.  I  appreciate  that,  and  I  take  it  from  what  you  said 
you  would  have  no  objection  to  the  committee's  changing  the  bill  so 
that  it  would  be  certain. 
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Secretary  Eichardsox.  We  wouldn't  object  but  let  me  ask  Under 
Secretary  Veneman  who  participated  in  this  to  add  a  little  more  back- 
ground. 

Mr.  Vexemax.  Senator  Miller,  I  think  one  of  the  main  reasons  for 
the  major  change  made  in  the  bill  by  the  Ways  and  Means  Committee 
over  what  the  Senate  Finance  had  before  them  last  year  was  that  we 
do  not  have  any  particular  responsibility  in  the  State  supplementa- 
tion. In  other  words,  the  real  issue  was  will  we  go  to  $2,400.  We  felt 
the  States  could  do  what  they  wish  from  that  point  on,  as  long  as  they 
operate  within  certain  Federal  guidelines  that  do  not  destroy  our 
work  incentives. 

We  would  suggest  if  we  go  to  this  kind  of  a  ratio  or  require  a  reduc- 
tion in  the  State  supplemental,  that  we  use  the  same  ratio  that  800  is 
to  2,400.  Last  year  we  were  going  to  take  one  fourth  of  these  State 
supplemental  away  from  a  four  person  family.  It  might  be  more 
appropriate  that  one-third  of  a  four-member  family  be  reduced.  But  I 
think  the  real  philosophical  issue  we  had  before  us  was  the  issue 
whether  or  not  we  wanted  to  mandate  the  States  to  do  certain  things 
with  their  supplemental  where  we  are  not  participants  financially. 

Senator  Miller.  Well,  that  was  the  question  we  had  before  us  last 
year,  and  we  resolved  it,  I  thought,  and  I  thought  the  Secretary  indi- 
cated that  he  thought  we  ought  to  resolve  it  so  that  the  penalty  pro- 
vision of  the  Federal  payment  is  not  undercut  by  the  failure  of  the 
state  to  do  the  same  thing. 

As  a  matter  of  fact,  as  I  understand  the  bill  as  drafted,  there  is 
enough  language  there,  it  is  broad  enough,  so  that  if  we  cut  back  $800, 
some  particular  State  might  see  fit  to  increase  the  State  supplement 
$800  just  to  offset  what  the  Federal  Government  had  done. 

Mr.  Vexemax.  No. 

Senator  Miller.  I  think  they  have  the  authority  in  the  bill  as  it  is 
drafted.  Now  I  appreciate  the  fact  that  the  Secretary  under  this 
Administration,  would  do  something  to  prevent  that  from  happening, 
but  people  come  and  go  in  administrations,  and  I  just  think  we  ought 
to  do  exactly  what  we  did  last  year  and  nail  it  down  and  if  you  have 
no  objection,  I  would  hope  that  we  would. 

Mr.  Vexemax.  We  have  no  problem  with  that,  Senator  Miller. 

Senator  Miller.  Well,  thank  you  very  much.  I  have  no  further 
questions,  Mr.  Chairman. 

Senator  Axdersox.  Senator  Curtis. 

Senator  Curtis.  Mr.  Secretary,  the  last  time  you  were  here  we  just 
reached  the  charts.  I  wonder  if  we  may  have  them  now. 

Secretary  Eichardsox.  Yes. 

Senator  Curtis.  I  would  like  to  briefly  refer  to  all  four  of  them. 
It  does  not  make  any  difference  in  what  order. 

Secretary  Eichardsox.  We  have  two  sets  of  these.  May  I,  before  we 
proceed  with  those,  Mr.  Chairman,  just  submit  some  things  for  the 
record. 

The  Chairmax.  Yes. 

Material  Submitted  for  the  Eecord 

Secretary  Eichardsox.  Mr.  Chairman,  before  we  proceed  with  the 
charts,  I  thought  I  might  submit  some  things  for  the  record  in  re- 
sponse to  questions  raised  this  morning. 
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The  first  was  the  information  requested  by  Senator  Byrd. 

The  Chairman.  Senator  Byrd  indicated  that  he  would  like  to  have 
the  opportunity  of  asking  some  other  questions  before  you  finally 
concluded  your  testimony,  Mr.  Secretary.  He  can  either  come  in  this 
evening  or  be  back  tomorrow  morning  if  it  is  necessary  for  you  to  come 
back  tomorrow. 

Secretary  Richardson.  All  right,  thank  you. 

We  can  distribute  it. 

The  Chairman.  It  is  just  as  well  for  you  to  submit  that  information 
and  we  will  make  it  available  to  Senator  Byrd. 

Secretary  Richardson.  Then  he  will  have  it  before  him. 

The  Chairman.  Right, 

Secretary  Richardson.  I  might  point  out  one  thing  as  a  matter  of 
interest  which  is  going  to  surprise  him  some.  This  is  that  although 
since  fiscal  1968  the  budget  of  HEW  has  increased  from  $44.7  billion 
to,  by  the  time  the  Congress  gets  through,  as  I  said,  close  to  $77  billion, 
the  employment  in  the  Department  has  gone  down  in  that  period  from 
117,000  to  102,000. 

The  rest  of  the  figures  are  broken  down  as  he  requested. 

We  cannot  furnish  figures  for  each  year  for  State  employees  since 
these  were  not  reported  in  earlier  years. 

We  also  would  like  to  offer  as  a  supplement  to  the  committee  print 
on  work  and  training  provisions  a  chart  which  appears  to  have  been 
inadvertently  omitted  for  Phoenix,  Ariz. 

I  will  be  glad  to  have  that  distributed  to  the  committee. 

I  have  also  a  comparison  of  welfare  reform  cost  estimates  which 
show  the  exact  differences  between  H.R.  1  and  last  year's  bill,  as  shown 
for  fiscal  1972.  This  deals  also  with  the  question  raised  by  Senator 
Byrd. 

And  I  also  would  like  to  offer  for  the  introduction  of  the  record  at 
this  point  a  memorandum  from  Mr.  Trowbridge,  Chief  Actuary  in  the 
Social  Security  Administration,  which  deals  with  the  misapplication 
of  actuarial  principles  in  the  Senate  Finance  Committee  print  with 
regard  to  charts  12,  13,  and  14  on  the  issue  of  medicaid,  which  we  will 
come  back  to  when  we  get  to  the  charts  themselves. 

Thank  you,  Mr.  Chairman  and  Senator  Curtis. 
(The  material  referred  to  follows :) 

August  ::,   1971. 
To :   The  Secretary. 
From  :  C.  L.  Trowbridge,  Chief  Actuary,  SSA. 

There  appears  to  be  a  misapplication  of  actuarial  principles  in  the  Senate 
Finance  Committee  Print,  Charts  12,  13,  and  14  and  in  the  text  on  the  facing 
pages. 

The  principle  on  which  these  charts  are  based  is  that  the  value  of  a  medical 
package  (in  this  case  the  Medicaid  benefit  package)  with  a  "deductible"  is 
than  the  value  of  the  same  package  without  the  deductible  by  exactly  the  amount 
of  the  deductible.  This  principle  is  clearly  sound  with  respect  to  any  family  with 
medical  expenses  in  excess  of  the  deductible :  but  is  just  as  clearly  unsound 
with  respect  to  any  family  with  medical  expenses  of  less  than  the  deductible. 
On  the  average,  when  all  families  are  taken  into  account,  the  effect  of  a  de- 
ductible is  to  reduce  the  value  of  the  package  by  some  percentage  of  the  deduc- 
tible, with  the  percentage  decreasing  sharply  as  the  deductible  increases. 

For  very  small  deductibles  (e.g.,  $10)  an  additional  §1  of  deductible  reduces 
the  value  of  the  package  by  almost  $1  since  almost  all  families  have  $10  of 
medical  expense;  but  for  large  deductibles  (e.g.,  $10,000)  an  additional  $1  of 
deductible  has   negligible  effect  on   the  value  of  the  package  since  very  few 
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families  have  medical  expense  of  this  magnitude.  In  no  case  can  the  deductible 
(no  matter  how  large  it  may  be)  reduce  the  value  of  the  package  to  any  family 
below  zero,  although  such  is  the  implication  of  Charts  12  through  14. 

C.  L.  Trowbridge. 

INFORMATION  REQUESTED  BY  SENATOR  BYRD 
[Dollar  amounts  in  billions! 

Fiscal  year— 
1962      1963      1964      1965      1966      1967      1968      1969      1970    >  1971    i  1972 

Total  HEW  budget $17.7    $20.3    $22.9    $24.8    $31.0    $41.6    $44.7    $51.3    $58.7    $66.6    $75.7 

Social  Security  budget $14.0    $15.0    $17.3    $17.7    $21.0    $30.1     $31.7    $38.3    $43.0    $47.5    $53.0 

HEW  employees  (thousands) 77.2      81.0      83.3      87.3      99.8    105.6     117.1     112.5    108.0     105.5     102.6 

Social  Security  employees 

(thousands) 34.1      34.8      35.1      36.5      45.9      48.8      55.9      53.4      55.8      54.3      54.8 

Federal  costs  of  maintenance 

payments  (including  medical 

assistance).... $2.4      $2.6      $2.8      $3.0      $3.5      $4.2      $5.1      $6.0      $6.6      $8.4    $10.0 

State  and  local  welfare  employees 

(thousands) 177.3    203. 1 

1  Estimated. 

CHART  lib— H.R.  1:  WHAT  EACH  DOLLAR  EARNED  WILL  COST  A  FAMILY  OF  4  IN  PHOENIX 

[Mother  with  3  children] 

Range  of  earn- 
0  to        $1,000  to    ings  $2,000        $3,000'to  $4,000  to 

$1,000  $2,000         to  $3,000  $4,000  $5,000 

Welfare  reduction $0.19  $0.67  $0.67  $0.67  $0.59 

Social  security  tax .05  .05  .05  .05  .05 

State,  Federal  income  tax .01  .16 

Medicaid  deductible  increase1 

Subtotal .24  .72  .72  .73  .80 

Increase  in  public  housing  rent .15  .06  .06  .06  .08 

Total  cost  to  family  for  each  dollar  earned...  .39  .78  .78  .79  .88 


i  No  medicaid  program. 


OMPARISON  OF  WELFARE  REFORM  COST  ESTIMATES" 


Fiscal  year 

1972 — 

H.R.  16311 

as  amended  2 


H.R.  1 


Difference 


Payments  to  families: 

Direct 4.1 

To  States - .9 

Subtotal - 

Payments  in  adult  categories 

Savings  clause - - - 

Total  payments 

Related  support  activities: 

Administration - 

Training 

Child  care - 

Total... 

Total  -Payments  and  activities 

Food  stamps 

Grand  total - 

Public  service  jobs 

Supportive  services.. - -- 

Impact  on  other  programs 

Total - - 


5.5' 


+  1.4 
-.9 


5.0 

5.5 

+.5 

3.0 
.1 

4.1 
1.1 

+  1.1 

+  1.0 

8.1 

10.7 

+2  6 

.6 

1.1 
.5 
.8 

+.5 

.3 

+.2 

.5 

+.3 

1.4 

2.4 

+  1.0 

9.5 

13.1 
1.0 

+3  6 

2.3 

-1.3 

11.8 

14.1 

+2.3 

.8 

.1 

-.1 

+.8 

+.1 

11.8 

-  1 

14.9 


+3.1 
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Secretary  Richardson.  There  are  two  sets  of  charts.  They  both  are 
headed  ''Calculated  for  the  Committee  by  HEW,  but  Not  Endorsed 
by  HEW  as  a  Complete  Representation  of  Work  Incentives." 
*  We  would  be  glad  to  start  first  with  the  charts  which  represent  a 
response  to  the  request  of  the  committee  staff,  as  in  effect  an  updating 
of  the  Williams  charts,  omitting 

The  Chairman.  Why  don't  we  put  that  chart  right  over  here  in  this 
corner  so  that  everybody  might  see  it. 

Secretary  Richardson.  Would  you  like  me  to  point  out  those  things 
in  which  the  chart  differs  from  last  year.  I  think  actual  ly- 

Senator  Curtis.  This  is  under  current  law. 

Secretary  Richardson.  This  is  under  current  law,  yes. 

Senator  ^Curtis.  I  do  not  want  to  deprive  the  Secretary  of  any  com- 
ment he  wishes  to  make  because  certainly  we  are  all  entitled  to  our 
own  interpretation  of  these  things. 

I  have  some  questions  concerning  the  charts  on  H.R.  1  that  cor- 
respond to  the  Williams  charts  of  last  year. 

Secretary  Richardson.  Well,  let's  skip  the  current  law  charts  and 
go  directly  to  the  H.R.  1  charts  which,  as  I  said,  have  two  versions, 
one  which  more  nearly  corresponds  in  HEW's  opinion  to  a  consistent 
effort  to  show  economic  benefits. 

The  Chairman.  I  would  suggest  that  we  undertake  to  have  all  of 
these  charts  made  available  to  the  committee,  and  I  would  like  for  the 
staff  to  make  it  up  in  such  a  way  that  after  we  look  at  it  we  can  de- 
termine whether  all  of  them  or  whether  only  part  of  them  ought  to  be 
in  the  record. 

I  am  certain  that  part  of  them  should  be  in  the  record. 

Secretary  Richardson.  Mr.  Chairman,  we  have  a  blue-covered 
pamphlet  headed  W'H.R.  1  Work  Incentives"  dated  July  20, 1971,  which 
gives  all  these  charts,  together  with  the  footnotes,  and  an  explanatory 
text.  We  can  give  each  member  of  the  committee  a  copy  of  it  now.* 

The  Chairman.  Is  that  the  HEW  version  or  the  Williams  version, 
the  chart  you  have  there  ? 

Secretary  Richardson.  We  have  got  them  both  in  here.  No,  this  is 
just  ours. 

We  previously  distributed  the  other  one. 

The  Chairman.  [As  charts  are  being  set  up].  Mr.  Secretary,  I  am 
very  pleased  to  see  that  you  also  have  some  high  priced  talent  in  your 
Department,  who  are  not  above  doing  menial  work.  [Laughter.] 

Secretary  Richardson.  We  believe  in  the  dignity  of  work. 
[Laughter.] 

Benefits  in  Phoenix,  Ariz. 

Perhaps  it  would  help  to  make  this  clear  if  I  simply  stand  up  and 
point  out  the  differences  between  these  two  approaches.  This  chart**  is 
the  updated  version  of  the  old  chart,  table  5,  and  it  differs  really  from 
last  year  only  in  the  calculation  of  the  total  gross  cash  income  as  it 
is  affected  by  the  differences  in  the  retention  rates  under  this  year's 
law. 

We  are  talking  about  Arizona,  so  that  medicaid  does  not  figure  inso- 
far as  there  is  no  medicaid  program  in  Arizona.  It  is  only  in  these 


♦Printed  on  pages  72-84. 
**See  page  57. 
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dollars  that  there  have  been  changes  in  H.K.  1  itself,  that  there  is 
any  difference  from  last  year. 

Now,  we,  in  our  version  of  the  situation  in  Phoenix,  Ariz.,*  thought 
that  it  would  be  useful  to  the  committee  to  consider  these  different 
stages  at  which  an  individual  is  situated  because  the  effect  of  addi- 
tional income  in  motivating  a  person  to  work  may  well  be  different 
as  between  a  case  where  the  person  is  not  working  at  all,  or  where 
they  are  Avorking  part-time,  and  are  faced  with  an  opportunity  to 
Avork  full-time. 

The  top  line,  "Required  to  Register  for  Work"  shows  Federal  bene- 
fits of  $1,600,  on  the  theory  that  a  person  who  is  required  to  register 
for  Avork  and  not  working  has  already,  in  effect,  accepted  the  reduction 
of  benefits  by  $800. 

In  other  words,  given  the  choice  of  whether  to  Avork  or  not,  a  per- 
son who  is  registered  and  given  an  opportunity  to  work,  is  faced  Avith 
the  choice  betAveen  a  loss  of  benefits  on  the  one  side  and  the  positive 
incentive  of  earnings  on  the  other.  To  express  that  range  we  s1ioaat 
the  individual  required  to  register,  but  not  working,  as  having  suf- 
fered the  penalty  of  a  loss  of  $800  and  suffered  also  a  pro  rata  State 
reduction. 

We  have  made  that  assumption  in  calculating  the  State  supplement. 

Senator  Curtis.  Would  that  assumption  apply  in  all  cases? 

Suppose  someone  lives  in  a  rural  community,  his  earnings  are  zero 
because  there  is  no  work  aA^ailable  and  it  is  a  good  many  miles  to 
traArel  to  where  work  is  available. 

Would  his  benefit  be  $1,600  for  a  family  of  four? 

Secretary  Richakdson.  Anyone  Avho,  although  required  to  register 
for  work  is  not  Avorking  because  there  is  no  job  available  would,  of 
course,  not  suffer  the  penalty  of  the  loss  of  $800.  But  in  trying  to 
express — what  we  are  really  dealing  with  here  is  work  incentive,  which 
is  a  question  involving  the  issue  of  motivation,  and  so  the  question 
then  is,  would  a  person  who  has  the  opportunity  to  take  a  job  be 
motivated  to  take  that  job.  What  we  have  tried  to  express  here  is  that 
their  motivation  to  take  the  job  is  affected  both  by  the  prospect  of  a 
penalty  if  they  do  not  as  well  as  the  reward  of  extra  available  cash  if 
they  do,  and  this  is  a  way,  simply,  of  expressing  that. 

Now 

The  Chairman.  Now,  Mr.  Secretary,  you  are  referring  to  female- 
headed  families. 

If  one  of  those  children  is  under  age  6,  then  that  $800  difference 
would  not  apply,  would  it  ? 

Secretary  Richardson.  No,  the  same  way  it  would  not  apply  to  the 
situation  Senator  Curtis  states. 

The  Chairman.  If  you  have  eight  children,  one  is  under  6,  it  does 
not  apply. 

Secretary  Richardson.  That  is  this  line,  not  required  to  register 
so  there  are  no  earnings,  no  fringe  benefits,  and  so  on,  and  then  there 
is  the  straight  $2,400  Federal  benefit  supplemented  by  $372  of  State 
benefits.  We  did  show  the  State  benefits  as  reduced  by  one-third  in 
accordance  with  the  preference  expressed  earlier  by  Senator  Miller. 


•See  p.  SO. 
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Here  you  see  the  person  who  works  part-time  at  $2  an  hour  which 
would  represent  about  20  hours  a  week,  50  weeks,  earnings  of  $2,000. 
At  that  level  of  earnings  the  Labor  Department  studies  indicate  there 
is  no  significant  value  of  fringe  benefits  so  the  $2,000  is  not  increased 
by  that.  Federal  benefits  have  been  reduced  in  proportion  to  the  earn- 
ings over  this  $720  disregard,  the  State  supplement  stays  the  same,  for 
a  total  of  $1,918  of  cash  assistance. 

Treatment  of  Public  Housing  Benefit 

The  net  income  in  benefits  is  $3,918,  medicaid  benefits  still  zero,  and 
here  in  this  column  we  show  the  amount  of  rent  paid  because  the  De- 
partment of  Housing  and  Urban  Development  has  recommended 
amendments  to  the  law  under  which  a  family  would  pay  20  percent 
of  income  for  rent. 

We  have  not  shown  that  as  a  direct  increase  in  earnings  in  propor- 
tion to  the  bonus  value  of  the  public  housing,  first  of  all,  because  as 
we  have  pointed  out  repeatedly,  the  percentage  of  people  who  benefit 
is  comparatively  small,  but  also  because  the  bonus  itself  does  not 
realistically,  we  think,  express  the  kind  of  consideration  facing  an 
individual  even  occupying  subsidized  housing. 

The  subsidized  housing  may  or  may  not  have  a  value  corresponding 
to  its  alleged  bonus  value  depending  upon  the  available  market  for 
housing:  in  other  words,  the  rent  at  which  alternative  housing  is 
available.  This  is  actually  a  function  of  the  situation  in  a  given  com- 
munity, and  so  we  do  not  think  it  is  realistic  actually  to  translate  into, 
on  a  straight  dollar  basis  in  the  calculations  of  a  family  income,  the 
fact  that  they  may  be  occupying  public  housing  and  that  a  given  dol- 
lar of  an  increase  or  $1,000  increase  will  have  a  corresponding  impact 
on  the  kind  of  choice  they  might  make. 

Senator  Curtis.  May  I  ask  a  question  right  there?  What  you  have 
done  on  the  chart  that  is  on  my  right,*  you  have  listed  the  amount  of 
rent  they  pay,  have  you  not,  in  the  last  column. 

Secretary  Richardson.  Yes. 

Senator  Curtis.  Well,  rent  paid  would  never  be  an  item  of  income. 
Now  on  the  chart  of  my  left.**  under  "Public  Housing"'  there  is  listed 
what  I  would  term  the  Federal  subsidy  or  the  Federal  benefit  of  the 
Federal  welfare  that  that  individual  receives. 

Now,  take  in  the  case  of  a  thousand,  someone  earning  a  thousand 
dollars,  the  public  housing  subsidy  there  would  be  $1,093.  To  my  mind 
that  means  that  because  of  his  low  income  he  would  pay  $1.0'93  a  year 
less  than  if  he  had  an  income  where  he  could  pay  the  full  amount  of 
the  rent. 

Secretary  Richardson.  That  is  not  quite  as  I  understand  it.  Senator. 
The  bonus  that  is  reflected  there  assumes  that  you  can  compare  the 
rental  value  of  the  public  housing  unit  occupied  by  the  family  with 
comparable  premises  rented  at  whatever  the  market  will  bear. 

Whether  or  not  the  full  value  of  the  bonus  is  actually  received  by  the 
family  depends  upon  what  that  comparison  shows.  At  any  rate,  that  is 
the  value  of  this  bonus  that  is  intended  to  be  shown  in  this  column. 


♦See  p.  80. 
**See  p.  57. 


254 

Fringe  Benefits 

Senator  Curtis.  Now  that  is  the  one  difference  between  those  charts. 

The  other  difference  is  that  you  have  excluded  social  security 
taxes 

Secretary  Richardson.  We  have  included  fringe  benefits.  This  of 
course  is  a  very  important  factor. 

As  you  rise  in  income,  we  have  shown  the  value  of  fringe  benefits 
starting  at  $250  for  a  worker  earning  $3,000,  rising  to  $500  for  a  worker 
earning  $4,000  and  going  to  $1,000  for  a  worker  earning  $5,000.  Those 
numbers  are  based  on  Department  of  Labor  studies  which  indicate  that 
at  the  lower  range  of  $3,000  in  income  the  value  of  fringe  benefits  is 
comparatively  smaller  and  rises  proportionately  as  earnings  rise. 

So  what  we  are  saying  here,  as  also  in  the  case  of  social  security,  too, 
as  I  pointed  out  earlier  this  morning  in  general  terms,  is  that  if  you 
want  a  complete  picture  of  it,  as  complete  as  possible  of  all  of  the  eco- 
nomic factors  affecting  a  family's  decision  as  they  are  faced  with  an 
opportunity  to  receive  larger  earnings,  or  to  take  a  job  or  to  move  from 
a  part-time  job  to  a  full-time  job,  that  it  is  important  then,  if  you  are 
going  to  look  at  these  economic  benefits,  to  do  so  in  a  consistent  way. 

Senator  Curtis.  I  want  to  ask  you  about  this  fringe  benefit.  Accord- 
ing to  that  chart  you  contend  that  someone  making  $5,000  a  year  is 
having  fringe  benefits  of  $1,000 ;  is  that  based  on  averages  ? 

Secretary  Richardson.  Yes,  it  is. 

Senator  Curtis.  Is  it  averages  of  all  employment  or  industrial 
employment? 

Secretary  Richardson.  It  is  averages  of  all  employment. 

Senator  Curtis.  What  is  the  source  of  the  figures  ? 

Secretary  Richardson.  It  is  the  Bureau  of  Labor  statistics.  We 
would  be  glad  to  furnish  for  the  record  a  detailed  exposition  of  how 
these  were  derived. 

Senator  Curtis.  I  wish  you  would. 

(Information  supplied  follows:) 

The  Bureau  of  Labor  Statistics  of  the  Department  of  Labor  collects,  by  indus- 
try, information  on  straight-time,  hourly  earnings  and  on  per  hour  supplemental 
benefits.  The  definition  of  supplemental  benefits  includes :  premium  pay ;  pay 
for  leave  time :  contribution  to  pension  funds ;  contributions  to  health  plans  and 
insurance  programs ;  contributions  for  unemployment  benefits  and  severance 
pay;  bonuses ;  and  savings  and  thrift  funds.  Social  Security  contributions  are 
also  typically  included  in  the  supplemental  benefit  data  but  were  excluded  for 
this  exercise  because  employee  taxes  and  benefits  are  offsetting.  In  order  to 
suggest  the  amount  of  fringe  benefits  accruing  to  workers  at  various  income 
levels,  data  from  21  selected  industries  were  converted  to  annual  equivalents. 
Hourly  wages,  in  these  industries  ranged  from  $1.82  to  $4.49  and  per  hour  sup- 
plemental benefits  ranged  from  $0.18  to  $1.00.  The  average  relationship  between 
hourly  wages  and  supplemental  benefits,  was  determined  by  drawing  a  line 
through  the  cluster  of  points  representing  each  industry. 
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RELATION  OF  SUPPLEMENTS  TO  STRAIGHT  TIME  HOURLY  EARNINGS  IN  24  INDUSTRIES, 

1969 

Employee  group  and  industry 

Straight 

time  hourly 

earnings 

Total  supplement 
excluding  social  security 

Percent  of 

straight 

Dollars  per    time  hourly 

work  hour         earnings 

Straight 
time  hourly 
earnings 
adjusted 
to  1969  > 

Supplements 

excluding 

social 

security 

adjusted 

to  1969  i 

Nonoffice  workers: 

Building  construction 

Cotton  textile.. 

Synthetic  textile         

1965  data 

$4.49 
2.15 
2.19 
3.31 
3.13 
2.90 
3.31 
2.56 
3.07 

2  3.45 
3.24 
2.80 

2.24 

2.32 
2.95 
1.72 
1.85 
1.82 

3.58 
3.39 
2.08 

$3.45 
1.73 
1.75 
2.70 
2.58 
2.32 
2.69 
2.00 
2.56 
2.81 
2.75 
2.20 

$0.43 
.25 
.27 
.78 
.74 
.60 
.82 
.41 
.82 
2.58 
.58 
.45 

12.5 
14.5 
15.4 
28.9 
28.7 
25.9 
30.5 
20.5 
32.0 
2  20.6 
21.1 
20.5 

$0.56 
.31 
.34 

Electric  utilities 

Gas  utilities . 

Glass  containers 

.96 
.90 
.75 

Hydraulic  cement           

1.00 

Men's  and  boys' suits  and  coats 

.52 

Metal  cans 

.98 

Railroads ...  .. 

Trucking _ 

Wholesale  groceries.. 

2.71 

.68 
.57 

1967  data 

Banks 

Confectionery  and  related  products  manufac- 
turing  

1.98 

2.07 

2.67 
1.47 
1.59 
1.60 

.50 

.47 
.63 
.15 
.16 
.22 

25.3 

22.7 
23.6 
10.2 
10.1 
13.8 

.57 
.53 

Fabricated  structural  steel 

Hotels  and  motels. 

Laundries  and  cleaning  and  dyeing  plants 

Men's  and  boys'  shirts  manufacturing 

.70 
.18 
.19 
.25 

1969  data 

Bituminous  coal 

3.58 
3.39 
2.08 

1.55 

1.23 

.25 

43.3 
36.3 
12.0 

1.55 

Basic  steel 

Women's  hosiery. 

1.23 
.25 

i  Assumed  straight  time  earnings  and  supplements  excluding  social  security  increased  proportionate  to  the  increase  in 
gross  hourly  earnings. 

2  Excludes  employer  contributions  under  Railroad  Retirement  Act  which  were  much  greater  than  those  payable  for 
workers  with  comparable  earnings  under  Social  Security  Act. 

Secretary  Richardson.  We  think  they  are  as  good  an  average  in 
effect  as  any  of  these  other  calculations  that  are  involved  here,  and 
better  than  housing  because  they  do  show  an  average,  whereas,  of 
course,  the  average  bonus  value  of  housing  would  show  a  very  small 
amount  here  if  you  took  it  across  the  whole  spectrum  of  employed 
workers  since  so  few  of  them  benefit  from  it. 

Senator  Curtis.  Well,  they  are  building  more  all  the  time.  Now,  that 
housing  figure  is  made  possible  because  the  Government  has  a  tax- 
supported  housing  program  that  provides  people  housing  for  less  than 
they  would  have  to  pay  under  ordinary  circumstances,  so  it  is  a  direct 
welfare  benefit  from  the  Government,  and  I  think  in  those  cases  where 
it  applies  it  should. 

I  would  like  to  ask  you  a  few  questions  about  Phoenix,  Ariz.,  the 
chart  that  is  the  reproduction  of  the  last  year's  chart  brought  up  to 
date  as  applied  to  H.R.  1.* 


*See  p.  57. 
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Now,  of  course,  the  first  column,  earnings,  that  is  gross  earnings,  is 
it,  before  any  disregards. 

Secretary  Richardson.  Yes. 

Senator  Curtis.  And  the  second  column  is  the  amount  that  such  a 
person  would  draw,  such  a  family  of  four  would  draw,  under  H.R.  1. 

Secretary  Richardson.  Yes. 

Senator  Curtis.  And  the  State  supplement  is  based  upon  existing 
laws. 

Secretary  Richardson.  Yes. 

Senator  Curtis.  And  of  course  the  next  column  is  the  total  of  the 
benefit  from  it.  it  is  a  total  of  the  earnings  plus  the  H.R.  1  benefits, 
plus  the  existing  State  supplement,  is  that  right  % 

Secretary  Richardson.  Yes. 

Senator  Curtis.  Then  if  they  have  had  to  pay  any  social  security  or 
income  tax  that  is  listed  in  the  second  column  and  it  is  subtracted  then 
in  the  following  column  which  says  "Net  Cash  Income." 

Secretary  Richardson.  Correct. 

Senator  Curtis.  And  then  the  next  column  pertains  to  public  hous- 
ing for  those  who  do  enjoy  it,  and  that  is  the  estimated  dollar  amount 
of  a  benefit  that  is  the  difference  between  what  they  pay  and,  in  pub- 
lic housing  and  what  they  would  have  to  pay  under  comparable 
circumstances. 

Secretary  Richardson.  Yes ;  comparable  circumstances  being  pred- 
icated on  some  assumption  about  fair  market  when  available. 

Senator  Curtis.  The  next  includes,  and  is  the  total  of  the  net,  plus 
the  housing  carried  forward  in  the  next  column,  is  it  not  ? 

Secretary  Richardson.  Yes. 

May  I  point  out  one  more  thing  about  this  column  of  total  net  cash, 
and  that  is  that  although  the  rate  at  which  total  net  cash  and  public 
housing  rises  is  compartively  slow  compared  to  the  rate  at  which  earn- 
ings rise,  there  are  no  notches  in  the  sense  that  the  total  actually  drops 
at  some  point  as  a  consequence  of  it,  of  an  increase  in  earnings. 

This  is  because  the  Food  Stamp  Program  has  been  eliminated ;  it  is 
also  because  the  public  housing  rental  paid  by  the  family  increases  as 
income  increases,  or  to  put  it  as  shown  here,  the  bonus  value  declines 
as  income  increases,  and  the  result  is  a  combined  high  "tax  rate"  or 
combined  bite  of  these  things. 

As  I  said,  and  repeat,  we  do  not  think  that  this  necessarily  repre- 
sents a  truly  adequate  picture  of  the  impact  on  choice  with  respect  to 
increased  earnings,  but  as  Our  mobile  chart  over  here  demonstrated 
this  morning,  if  you  were  to  try  to  make  this,  these  totals  rise  more 
steeply,  that  is  the  total  net  cash,  you  could  of  course  only  do  so  by 
reducing  the  proportion  of  the  reduction  of  earnings  consequent  upon 
earning  another  dollar. 

Senator  Curtis.  I  am  not  contending  for  that  because  I  believe  that 
is  assuming  that  you  cannot  get  people  off  the  welfare  rolls  by  using 
this  gimmick  of  letting  them  keep  part  of  their  wages  and  still  giving 
them  a  financial  inducement.  According  to  this  Phoenix  chart,  a 
parent  with  three  children  having  what  is  described  here  as  total  net 
cash,  plus  if  they  live  in  public  housing,  if  they  earned  $1,000  that  total 
would  be  $4,627',  in  the  $1,000  bracket. 

Secretary  Richardson.  Yes. 

Senator  Curtis.  Now,  if  that  person  went  out  and  got  themselves  a 
job  and  made  $5,000  a  year  instead  of  $1,000,  their  total  net,  if  they 
lived  in  public  housing,  would  be  $4,933  or  in  other  words,  by  going  to 
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work  and  making  $5,000  instead  of  $1,000  they  would  be  ahead  $308  a 
year. 

Secretary  Richardson.  That  is  what  the  chart  shows. 

Senator  Curtis.  Yes. 

Now,  the  chart  also  shows  that  the  individual  or  the  family  that  has 
an  income  of  $1,000,  while  they  have  a  net  total  if  they  live  in  public 
housing  of  $4,627,  that  a  similar  family,  where  the  breadwinner  earns 
$7,000,  has  a  net  of  $6,069  or,  in  other  words,  gains  from  working  a 
little  over  $1,400,  that  is  what  the  chart  shows,  does  it  not? 

Secretary  Richardson.  Yes. 

Senator  Curtis.  Now  I  wonder  if  we  can  look  at  the  situation  for 
Wilmington. 

Secretary  Richardson.  May  I,  before  we  turn  to  Wilmington,  also 
point  out  that  on  what  we  think  is  a  fairer  representation  of  the  actual 
circumstances  of  the  family,  that  if  you  look  at  the  net  income  and 
benefits  column  you  see  the  family  that  was  earning  the  $2,000,  receiv- 
ing net  benefits  of  $3,918,  the  family  with  $5,000  in  cash  earnings  com- 
ing out  with  $5,822,  and  so  on  the  basis  of  an  approach  which 
through  the  inclusion  of  fringe  benefits  and  other  aspects  of  what  we 
think  is  a  more  realistic  approach  turns  out  to  have  a  very  real  reward 
for  earnings. 

Senator  Curtis.  Well,  I  think  that  could  be  debated.  I  do  not  think 
that  someone  on  welfare  can  jump  into  an  employment  and  right  off 
the  bat  has  fringe  benefits  of  $1,000  a  year.  I  think  that  is  totally  un- 
realistic. It  makes  the  chart  look  totally  unrealistic. 

Secretary  Richardson.  We  think  it  is  nowhere  near  as  unrealistic  as 
to  impute  the  bonus  value  of  public  housing  to  every  individual  in  the 
country  when  only  7  percent  of  the  individuals  in  the  country  benefit 
from  it.  We  say  if  you  are  going  to  look  at  these  noncash  benefits 
related  to  work  you  should  look  at  them  all. 

Senator  Curtis.  Well,  now,  in  that  connection  before  we  leave 

The  Chairman.  If  the  Senator  would  yield,  I  would  like  to  get  one 
thing  straight. 

I  think  if  we  are  going  to  put  that  chart  in  the  record  we  ought  to 
change  that  caption  across  the  top,  "Senate  Finance  Committee  Chart 
Xo.  5."  We  did  not  prepare  that.  That  was  prepared  by  the  Depart- 
ment, and  the  next  line,  "Calculated  for  the  Committee  by  HEW  but 
not  endorsed  by  HEW  as  a  complete  representation  of  work  incen- 
tives." The  representation  is  that  we  asked  for  this.  We  are  not  endors- 
ing it.  If  it  is  not  endorsed  by  either  one  of  us,  I  wonder  who  is  endors- 
ing the  chart.1 

Secretary  Richardson.  We  do  not  think,  Mr.  Chairman,  that  the 
charts  are  all  that  relevant  to  any  decision  the  committee  actually  has 
to  make.  We  got  into  this  last  year,  and  we  are  still  interested  in  it, 
but  I  do  not  personally  believe  you  are  facing  any  fundamental  posi- 
tion of  decision  in  which  these  charts  are  going  to  help  you  one  way  or 
the  other.  But  since  you  asked  for  charts,  some  kind  of  charts,  updat- 
ing the  Williams  charts,  we  said,  "O.K.,  we  will  update  the  Williams 
charts,"  and  we  produced  this  one.2 

The  committee  staff  said,  "No,  that  won't  do.  We  want  the  same 
format  as  last  year's  Williams  charts,"  so  we  did  it  again  and  the  re- 
sult is  the  chart  on  the  left.3 


1  Note  :  This  heading  has  been  deleted  in  the  charts  printed  in  this  volume. 

2  See  p.  75ff. 

3  See  p.  52ff. 
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Senator  Anderson.  I  am  just  saying 

Secretary  Richardson.  We  wouldn't  have  done  either  of  them  as  an 
original  matter. 

The  Chairman.  I  am  merely  trying  to  say  as  between  the  two  we 
think  that  as  between  this  one,4  which  for  the  benefit  of  the  written 
record  is  the  one  headed  "Benefits  Potentially  Available  Under  H.R. 
1"  and  "Senate  Finance  Committee  Chart  Xo.  5",5  chart  Xo.  5  is 
better  than  the  other  one. 

Secretary  Richardson.  We  do  not  think  either  one  of  them  really 
very  adequately  represents  the  kind  of  decision  that  a  person  makes 
when  they  are  given  the  opportunity  to  earn  some  more  money. 

The  Chairman.  Mr.  Secretary,  just  to  get  the  record  straight,  you 
brought  this  chart  in  here  with  our  name  on  it.  We  did  not  ask  for 
that  chart.  That  is  something  that  your  people  wanted  to  bring  in 
here.  It  is  all  right  for  you  to  present  it  and  we  will  be  happy  to  see 
it  but  the  chart  we  asked  for  was  what  you  refer  to  as  the  Williams 
chart.6  That  was  the  information  Senator  Williams  asked  for  last 
year,  prepared  by  the  Department.  We  are  perfectly  happy  to  look  at 
this  other  chart 7  and  analyze  it.  but  we  do  not  like  it.  I  for  one  do  not 
like  to  have  it  presented  as  a  Senate  Finance  Committee  Chart  because 
we  do  not  claim  paternity  of  that  chart,  at  least  not  yet. 

[Laughter.] 

Secretary  Richardson.  Well,  it  was  our  response,  Mr.  Chairman,  to 
the  committee's  request.  It  turned  out  that  the  committee  staff  did  not 
think  it  was  what  they  had  asked  for,  but  we  thought  that  we  were 
giving  you  the  benefit  of  the  thinking  on  this  subject  that  we  have 
been  able  to  do  since  last  year  and,  therefore,  we  thought  we  were  able 
to  present  the  relevant  facts  in  a  more  illuminating  way. 

The  Chairman.  Well,  I  just  want  to  keep  the  record  straight  as  to 
whose  it  is  and  whose  it's  not. 

Senator  Curtis.  May  we  see  the  one  for  Wilmington.  Del.? 

Treatment  of  Increase  in  Medicaid  Deductible 

Secretary  Richardson.  Wilmington  is  different  primarily  in  that 
it  does  show  medicaid  benefits  found  in  here,  and  over  here  in  this 
Senate  Finance  Committee  chart.s  the  medicaid  benefits  are  also  in- 
dicated in  the  higher  income  levels  by  a  footnote.  The  footnote  says: 

Section  209  of  H.R.  1  provides  a  spend-down  for  medicaid  coverage.  The  value 
of  this  coverage  to  families  above  the  standards  depends  upon  complex  actuarial 
factors  which  vary  from  family  to  family  and  are  thus  not  susceptible  of  being 
shown  in  this  format. 

You  will  recognize  there  is  some  value  to  the  family  but  our  chief 
actuary  who  is,  is  he  here  this  afternoon,  Mr.  Trowbridge,  was  not 
able  to  translate  into  actuarial  terms  in  the  time  available. 

I  would  like  to,  if  I  may,  point  out  the  error  in  Senate  Finance 
Committee  print  charts  12, 13,  and  14,9  which — 

Senator  Hansen.  Which  document  do  you  refer  to.  Mr.  Secretary? 

Secretary  Richardson.  The  one  that  is  entitled  "Work  and  Training 
Provisions."  This  spend-down,  with  your  permission.  I  would  like  to 

4  See  p.  80. 
3  See  p.  57. 
0  See  p.  52ff. 
7  See  p.  75ff. 


8  See  p.  81. 

0  See  p.  36&-371. 
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take  a  minute  or  two  on  this,  I  am  not  sure  I  can  make  it  clear- 
Senator  Miller.  Pardon  me,  Mr.  Secretary,  which  chart  is  it  in 

the  blue  book? 

Secretary  Richardson.  Charts  12,  13.  and  1-1  of  the  print,  entitled 

"Material  Related  to  H.R.  1.  Work  and  Training  Provisions"  dated 

July  23. 

Now,  as  the  committee  will  well  recall,  our  response  to  the  identifi- 
cation by  this  committee  of  the  medicaid  notch  last  year  was  to  say 
that  we  would  develop  a  family  health  insurance  plan  under  which 
the  family's  contribution  to  the  cost  of  medical  care  coverage  would 
rise  as  their  income  increased. 

We  have  since  developed  that  legislation,  as  the  committee  is  aware. 
and  it  is  now  pending  before  the  committee  and  we  believe  this  is  a 
better  way  of  dealing  with  the  problem  of  the  medicaid  notch  than 
the  provision  contained  in  H.R.  1.  That  provision  was  one  we  de- 
veloped on  the  basis  of  technical  assistance  to  the  committee,  it  was 
one  of  several  alternatives,  and  what  it  does,  in  effect,  is  to  say  that 
before  a  family  can  receive  the  benefit  of  subsidized  health  care,  that 
is  before  the  combined  Federal-State  medical  program  will  pick  up 
any  of  the  costs,  the  family  must  have  spent  its  income  down  to  the 
State  payment  level.  They  must,  in  other  words,  have  used  up  what  is 
in  effect  the  equivalent  of  any  earnings  above  the  $720  disregard,  that 
one-third. 

So  the  committee  on  page  24,  chart  12  of  the  committee  print, 
showed  out  of  the  total  dollar  earnings  a  charge  of  33  cents  per 
dollar  for  medicaid.1 

What  Mr.  Trowbridge  has  pointed  out  in  effect  is  that  this  sub- 
stantially overstates  the  charge  to  any  given  family.  One  way  of  put- 
ting that  is  that  the  average  value  of  the  medicaid  program  in  Dela- 
ware, that  is  the  average  expenditures  under  the  Federal  medicaid 
program  in  Delaware  are  $160  and  if  you  were  to  add  up  the  33  cents 
per  dollar  shown  here,  you  would  get  a  total  charge  to  earnings  of 
$3,000 — $4,000.  It  turns  out  that  the  total  charge  to  earnings  was 
$1,000  or  more  than  twice  the  average  medicaid  expenditure  in 
Delaware. 

I  go  into  that  because  it  is  illustrative  of  the  kind  of  problems  that 
have  been  involved  in  trying  to  express  the  value  of  the  benefit  pack- 
age per  family  under  the  spend-down  provision  of  H.R.  1. 

One  thing  I  can  say  with  assurance  is  that  the  spend-down  provi- 
sion does  have  the  effect  of  eliminating  the  medicaid  notch.  It  is  not  a 
way  of  doing  so  that  we  think  is  as  good  for  program  purposes  as  the 
family  health  insurance  plan  itself,  and  we  would  prefer  that  rather 
than  go  forward  with  this  provision  of  H.R.  1,  the  committee  would 
deal  with  it  at  a  subsequent  date  in  the  family  health  insurance  plan 
itself. 

Senator  Curtis.  Mr.  Chairman,  the  updated  chart,  based  upon  the 
one  we  used  last  year  for  Phoenix,  Ariz.,  shows,  that  someone  having 
earnings  of  a  thousand  dollars,  if  they  lived  in  public  housing,  would 
have  a  total  cash  income  and  housing  benefit  of  $4,627,  while  if  they 
earned  $5,000,  their  total  would  be  $4,933,  and  if  they  earned  $7,000, 
their  total  would  be  $6,069. 2 


1  See  p.  366. 
3  See  p.  57. 
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Benefits  in  Wilmington,  Del. 

Now,  in  reference  to  Wilmington,  Del.,1  I  will  take  the  same  earn- 
ings, a  family  of  four  earning  $1,000,  the  next  to  the  last  column  shows 
a  total  net  cash,  if  they  live  in  public  housing  of  $3,959,  is  that  correct? 

Secretary  Richardson.  Yes. 

Senator  Curtis.  And  Delaware  has  a  medicaid  program,  so  the 
medicaid  benefit  is  estimated  by  you  as  being  worth  $460,  is  that 
right  ? 

Secretary  Richardson.  Yes,  that  is  the  average  payment. 

Senator  Curtis.  Yes. 

Well,  I  understand  we  use  that  all  the  way  through  including  the 
fringe  benefits.  So  that  would  make  that  family  that  had  earnings 
of  $1,000  if  you  included  medicaid,  having  cash  income  if  they  lived 
in  public  housing  of  $4,418. 

Secretary  Richardson.  Yes. 

Senator  Curtis.  If  they  earned  $5,000  in  Delaware,  they  would  not 
get  any  medicaid,  would  they  ? 

Secretary  Richardson.  Well,  they  could  if  they  spent  all  their  in- 
come above  the  State  payment  level,  which  is  not  shown  as  such,  but 
at  any  rate,  they  would  be  above  the  State  payment  level  at  this 
point,  so  they  would  have  to  spend  down  to  this. 

Now,  the  question  then  is  what  is  it  worth  to  a  family  having 
large  medical  bills  that  would  otherwise  eat  further  into  the  $4,151 
paid  to  them,  to  have  such  a  spend-down  to  establish  medicaid  cover- 
age— it  certainly  isn't  zero. 

Senator  Curtis.  I  see.  Well,  at  any  rate  shown  by  that  chart,  if  a 
head  of  a  family  earned  $5,000  their  total  net  would  be  $4,553.  In 
other  words,  the  head  of  family  who  went  out  and  worked  and  made 
$5,000  a  year,  would  be  less  than  $600  better  off  than  if  they  only 
earned  $1,000  if  they  lived  in  public  housing. 

That  is  true  disregarding  medicaid. 

Secretary  Richardson.  Yes.  Let  us  say  he  is  not  receiving  any 
money  under  the  welfare  combined  Federal  and  State  benefits,  either. 
He  would  run  out  of  H.R.  1  and  has  gone  beyond  the  eligibility  for  a 
State  supplement,  so  that  for  the  person  at  $5,000,  the  situation,  except 
for  whatever  value  you  impute  to  medicaid,  is  the  situation  existing 
anyway  outside  of  welfare  reform  itself. 

Benefits  in  Chicago 

Senator  Curtis.  If  I  may  ask  a  question  about  Chicago. 

In  connection  with  Chicago,  I  see  you  have  included  medicaid 
benefits.2 

Secretary  Richardson.  Well,  the  situation  is  the  same.  We  have 
shown  a  flat  amount  up  to  the  point  where  any  medicaid  benefit  would 
be  dependent  upon  the  spend-down,  which  means,  in  effect,  that  you 
get  the  benefit — you  get  subsidized  medical  care  only  if  you  have 
spent  more  than  earning  in  excess  of  this  dollar  level.  I  am  sorry,  that 
was  the  current  law  chart.  At  any  rate,  what  I  said  applied.  So  that 
you  should  have  to  spend  income  down  to  this  level,  in  effect,  in  order 
to  receive  the  benefit  of  medicaid. 


1  See  p.  58. 

2  See  p.  59. 
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Senator  Curtis.  I  want  to  ask  something  about  that  chart  on 
Chicago.  Is  this  the  one  that  is  updated  from 

Secretary  Richardson.  Yes. 

Senator  Curtis.  All  right. 

Medicaid,  we  will  discuss  later  because  the  scaling  table  does  make 
comparisons  a  little  bit  difficult.  But  under  H.E.  1  a  family  of  four 
having  earnings  of  $1,000  in  Chicago,  if  they  lived  in  public  housing, 
would  have  a  total  net  of  $5,823,  is  that  correct  ? 

Secretary  Richardson.  At  an  income  level,  with  earnings  of  $1,000 
that  is  correct.  , 

Senator  Curtis.  If  they  earned  $5,000  and  lived  in  public  housing 
what  would  be  their  total  net  ? 

Secretary  Richardson.  Their  total  net  would  then  be  $6,061. 

Senator  Curtis.  In  other  words,  if  someone,  a  welfare  recipient  in 
Chicago,  who  increased  his  earnings  from  $1,000  a  year  to  $5,000  a 
year,  would  have  a  net  gain  of  a  little  less  than  $200,  is  that  right  ? 

Secretary  Richardson.  I  do  not  think  that  is  correct. 

Senator  Curtis.  What  does  the  figure  show  ? 

Secretary  Richardson.  That  is  what  the  chart  shows,  but  I  would 
again  point  out  the  very  different  picture  shown  on  the  first  chart  we 
prepared,1  believing  at  the  time  that  we  were  responding  to  the  com- 
mittee's request,  and  that  shows  that  the  retained  share  of  earnings 
increases  in  the  interval  from  $4,000  to  $5,000  by  over  $600,  $669,  and 
by  a  similar  amount  in  the  interval  between  $5,000  and  $6,000. 

Senator  Curtis.  Now  that  is  based  on  totally  disregarding  public 
housing. 

Secretary  Richardson.  Yes. 

Senator  Curtis.  And  totally  disregarding  medicaid. 

Secretary  Richardson.  Yes. 

Senator  Curtis.  And  disregarding  the  fact  that  someone  who  works 
for  their  money  has  to  pay  social  security  taxes. 

Secretary  Richardson.  Yes.  Although  as  I  explained  earlier,  one 
of  the  reasons,  for  the  reason  that  the  family  paying  for  social  se- 
curity taxes  is  also  getting  something  for  the  taxes. 

Senator  Curtis.  Well,  I  hope  that  is  true  of  all  taxes. 

Secretary  Richardson.  In  that  direct  sense. 

Senator  Curtis.  But  the  fact  remains  if  someone  gets  their  money 
through  a  welfare  check,  social  security  taxes  are  not  taken  out,  that 
the  man  who  has  to  go  out  and  work  has  social  security  taxes  taken 
out,  and  it  is  also  true,  even  though  the  benefit  under  title  II  will  be 
less  than  when  they  get  old,  they  will  also  be  eligible  for  old  age 
assistance. 

Now,  in  New  York  City,  if  this  head  of  a  family  of  four  earns  $7,000 
the  chart  shows  that  the  net  would  be  $6,277 — excuse  me,  I  meant 
Chicago. 

Secretary  Richardson.  You  mean  we  are  not  in  New  York? 
[Laughter.] 

Senator  Curtis.  I  had  asked  a  question  about  Chicago  and  led  up 
to  the  $5,000,  and  the  only  question  I  want  to  ask  is  what  would  the 
net  be  for  the  head  of  a  family  of  four  earning  $7,000  in  Chicago  if 
they  lived  in  public  housing  ? 


1  See  page  S2. 
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Secretary  Richardson.  $7,000  shows  a  net  of  $6,277,  including  pub- 
lic housing.  I  also  might  point  out  again  that  the  family  at  $7,000  is 
not  receiving  benefits  either  under  the  basic  Federal  program  nor 
under  the  State  supplement. 

Senator  Curtis.  Yes,  I  understand  that.  I  am  just  comparing  what 
they  would  have  to  live  on  if  they  did  not  work  very  much  or  if  they 
went  out  and  earned  $7,000  and  the  difference  is  about  $400,  is  it  not  ? 

Benefits  in  New  York  City 

Now,  I  am  ready  to  ask  some  questions  about  New  York  City.*  A 
family  of  four  earning  $1,000,  if  they  lived  in  public  housing,  would 
have  a  net  of  $6,035,  is  that  correct  ? 

Secretary  Richardson.  Yes. 

Senator  Curtis.  If  they  increased  their  earnings  to  $5,000  they 
would  have — and  lived  in  public  housing,  they  would  have  a  net  of 
$6,233. 

Secretary  Richardson.  Yes. 

Senator  Curtis.  So  the  individual  who  works  and  earns  $5,000  in 
New  York  City  is  $198  better  off  than  if  they  just  earned  $1,000? 

Secretary  Richardson.  According  to  the  chart,  subject  to  all — I 
hereby  incorporate  by  reference  all  the  qualifications  previously  noted. 
[Laughter.] 

Senator  Curtis.  The  Court  will  note  the  objection  for  every  ques- 
tion asked.  [Laughter.] 

And  that  it  is  overruled. 

Secretary  Richardson.  Thank  you  very  much,  Your  Honor. 
[Laughter.] 

Senator  Curtis.  The  head  of  family  making,  earning  $7,000  in 
New  York  City  would  have  a  net,  according  to  this  chart,  of  $6,182. 

Secretary  Richardson.  Yes. 

Senator  Curtis.  That  is  $148  more  than  someone  who  only  earns 
$1,000  and  gets  all  these  benefits. 

Secretary  Richardson.  I  might  point  out,  Senator,  that  contrary  to 
what  I  said  earlier  with  respect  to  Arizona  and  Delaware,  that  there 
is  an  actual  notch  shown  here ;  there  is  an  actual  reduction  of  net  in- 
come despite  a  rise  in  earnings  in  the  interval  between  $5,000  and  $6,000 
of  earnings.  It  shows  a  reduction  of  net  cash  and  public  housing  from 
$6,233  to  $6,139,  which  remains  there  as  a  result  primarily  of  the  drop- 
off in  housing  benefits,  but  also  the  increase  in  combined  income  and 
Social  Security  taxes. 

There  would  be  no  way,  I  think,  of  actually  erasing  that  without 
stretching  out  the  interval  over  which  the  equivalent  of  a  public  hous- 
ing bonus  was  made  available  or  without  stretching  out  the  interval 
over  which  the  family  assistance  benefits  were  being  paid.  In  other 
words,  you  would  have  to  reduce  benefits  of  whatever  character  more 
steeply,  I  mean  less  steeply,  in  order  to  completely  eliminate  that 
notch. 

Effect  of  1967  Welfare  Amendments 

Senator  Curtis.  Even  if  some  mathematical  formula  were  devel- 
oped that  eliminated  the  notch,  I  still  do  not  think  the  system  is  ac- 
ceptable because  it  is  based  on  a  wrong  premise.  It  is  based  upon  the 


'See  page  60. 


263 

failure  of  the  1067  welfare  amendments  to  the  Social  Security  Act. 

In  1967  the  Congress  attempted  in  an  effort  to  get  people  off  ol  wel- 
fare allowed  them  to  work  and  disregard  certain  of  their  income,  and 
it  has  totally  failed ;  it  has  had  about  3  years  of  operation. 

In  that  haw  we  permitted  them  to  deduct  their  expenses  ol  working 
which  the  Department  of  Health,  Education,  and  Welfare,  by  regula- 
tion said  included  not  only  union  dues  and  transportation  expenses 
but  Social  Security  and  all  withholding  taxes,  and  we  ended  up  with 
instances  where  the  person's  wage  income  substantially  exceeded  their 
budgetary  needs  as  determined  by  the  case  worker,  and  still  they  con- 
tinued to  draw  some  benefit  and  to  go  on  working.  The  criticism 
ao-ainst  the  1967  amendments  is  that  those  amendments  did  not  cause 
them  to  leave  the  welfare  rolls  but  the  contrary  was  true,  because  they 
could  have  a  certain  amount  of  earnings  and  still  have  the  security 
of  the  welfare  benefits.  .        . 

Now  the  formula  is  different,  but  the  principle  is  the  same.  1  am 
thoroughly  convinced  that,  if  welfare  reform  had  been  devised  at  the 
local  level  where  welfare  is  administered,  that  you  would  not  have 
come  up  with  the  same  program.  I  am  thoroughly  convinced  that 
you  will  find  that  the  1967  amendments  did  not  give  an  inducement 
for  people  to  leave  the  rolls,  but  that  the  contrary  is  true,  they  stayed 

on. 

I  had  a  number  of  flagrant  cases  turned  over  to  me  from  my  home 
State.  I  have  got  one  here,  there  were  two  parents  and  three  children. 
The  husband  was  drawing  wages  of  $799.80,  within  15  cents  of  being 
$800  a  month,  their  budgetary  need  was  fixed  at  $503  and  he  was  mak- 
ing almost  $800,  but  applying  the  disregard  formula  they  still  drew 
a  benefit  of  $170  a  month. 

Mr.  Veneman.  Senator,  did  you  say  that  was  a  husband  and  wife 
and  children? 

Senator  Curtis.  Yes. 

Mr.  Veneman.  They  aren't  eligible. 

Senator  Curtis.  Well,  they  were  under  AFDC. 

Mr.  Veneman.  Not  if  he  is  working  full  time,  Senator. 

Senator  Curtis.  Oh,  yes,  he  was,  he  was  out  of  work 

Mr.  Veneman.  If  he  is  unemployed,  Nebraska  has  an  unemployed 
program  but  how  can  he  be  earning  $800  if  he  is  unemployed  ? 

Senator  Curtis.  All  right.  He  qualifies  AFDC  and  gets  on  and  then 
later  he  takes  a  job. 

Mr.  Veneman.  But  then  he  is  not  eligible. 

Senator  Curtis.  Yes,  he  is.  This  is  an  actual  case  from  the  records. 

Mr.  Veneman.  Well,  Nebraska  then  has  some  fouled  up  welfare 
laws,  Senator,  because  that  family  is  not  eligible  for  Federal  matching. 

Senator  Curtis.  No,  this  is  what  was  passed  in  1967. 

Mr.  Veneman.  Just  to  clarify  it,  Senator,  this  is  an  intact  family, 
husband  and  wife  and  two  children  when  he  became  unemployed. 

Senator  Curtis.  Husband  is  unemployed,  qualified  for  AFDC.  After 
he  qualifies  and  is  on  the  rolls,  he  seeks  employment,  and  the  1967 
amendments  permitted  him  to  continue  on  AFDC. 

Mr.  Veneman.  He  can  seek  employment,  but  then  if  he  receives  em- 
ployment and  is  earning  nearly  $800  a  month,  he  would  no  longer  be 
eligible,  Senator. 

Senator  Curtis.  But  he  was. 

Mr.  Veneman.  There  must  be  a  nonconformity  issue. 
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Secretary  Richardson.  We  would  be  glad  to  follow  that  up  to  see 
if  we  can  reconcile  the  example. 
Senator  Curtis.  I  have  10  cases. 

Controlling  Increases  in  the  Welfare  Rolls 

Secretary  Richardson.  I  think,  Senator,  the  issue  is  much  more 
fundamental.  I  think  to  put  it  very  clearly,  the  question  is,  if  we  are  all 
agreed  that  the  only  practical  way  of  trying  to  contain  the  increase  in 
welfare  caseload  and  try  to  bring  about  a  reduction  in  total  numbers 
of  families  under  the  program  is  to  get  more  people  off  the  welfare 
rolls  into  jobs,  so,  the  next  question  is  Okay,  if  that  is  what  we  want' 
to  do,  how  do  we  do  it  ? 

Now,  as  you  correctly  point  out,  the  1967  amendments  took  a  partial 
step  in  that  direction.  It  was  a  partial  step  for  a  lot  of  reasons,  pointed 
out  by  Secretary  Hodgson  the  other  day,  which  I  won't  repeat.  I  think 
you  are  absolutely  right  in  pointing  out  that  H.R.  1  applies  the  same 
philosophy  in  the  sense  that  it  proceeds  on  the  assumption  that  you 
have  a  better  chance  of  getting  people  off  the  rolls  into  jobs  if  they  are 
allowed  to  retain  a  share  of  their  earnings.  You  could  reduce  bene- 
fits dollar  for  dollar,  and  that  would  mean,  of  course,  in  effect,  that 
the  family  would  be  receiving  the  same  dollar  income  no  matter  what 
their  earnings  down  to  the  point  where  the  same  dollars,  the  total 
dollars,  were  all  earnings  and  none  of  it  were  benefits. 

So  they  would  stay  in  effect  at  this  flat  level  over  a  wide  range  of 
improved  income. 

You  would  get  a  negative  effect  to  the  extent  that  some  of  these  eco- 
nomic consequences  showed  on  this  chart  are  also  factored  in  depend- 
ing on  how  you  analyzed  that  whole  issue. 

Impact  of  1967  Earnings  Disregard  Provisions 

In  any  event,  the  administration  and  the  House  committee  have  felt 
that  the  1967  amendments  were  on  the  right  track  in  offering  an  op- 
portunity to  retain  a  share  of  earnings  and  that  what  was  wrong  was 
not  that  feature  of  the  law,  but  the  failure  to  put  a  ceiling  on  work 
related  expenses  and  the  failure  adequately  to  administer  the  provi- 
sions providing  training,  day  care,  job  opportunities.  So  they^  said, 
"Let's  do  it  right  with  respect  to  all  these  work-related  provisions, 
make  them  the  responsibility  of  the  Secretary  of  Labor,"  and  so  on. 

But  I  certainly  would  agree  that  you  have  pointed  up  a  very  real 
issue. 

Senator  Curtis.  I  think  that  any  investigation  made  out  over  the 
country  would  show  the  1967  amendments,  and  particularly  that  part 
which  allows  for  disregard  of  earnings  have  increased  the  rolls  in- 
stead of  decreasing  them. 

Secretary  Richardson.  We  do  not  think  that,  on  the  limited  data 
available,  that  is  true,  Senator. 

We  do  have  some  evidence  that  the  1967  disregards  have  paused 
increased  earnings  in  families,  and  we  would  be  glad  to  submit  that 
for  the  record.  In  1970,  550,000  cases  left  the  rolls,  the  AFDC  rolls 
for  some  reason.  The  commonest  explanation  is  that  the  family  ceased 
to  be  eligible  because  their  earnings  did  increase  to  the  point  where 
they  were  no  longer  entitled  to  benefits. 
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Senator  Curtis.  But  that  first  case,  there  was  a  father,  but  I  will 
call  attention  to  a  couple  of  others.  Here  is  a  mother  and  three  chil- 
dren. Their  budgetary  need  determined  by  the  caseworker  was  $338. 

She  had  a  job.  got  a  job  after  she  was  on  AFDC  that  paid  $569.22. 
Because  of  the  disregards,  she  still  got  a  AFDC  check  of  $115  a  month. 

Here  is  another  case  of  a  mother  and  two  children,  the  budgetary 
need  was  established  at  $203.17.  She  got  a  job  at  $380  a  month  but 
still  drew,  because  of  the  disregards,  an  AFDC  benefit  of  $87.61- 
the  welfare  director  told  me  long  before  any  of  us  heard  of  H.R.  1  or 
your  bill,  that  ''What  you  have  done  in  the  1967  act,  you  fixed  it  so 
that  no  one  leaves  the  rolls,''  and  in  my  State  that  is  one  of  the  big 
factors  in  the  increase  in  the  number  of,  the  total  number  of  people 
on  the  rolls. 

There  is  no  way  that  you  can  phase  it  out.  It  is  just  there,  and  I 
think  the  idea  of 'welfare  in  the  minds  of  most  American  citizens  is 
that  if  people  have  zero  income,  they  should  not  suffer  for  shelter  or 
food  or  medicine  or  other  needs. 

If  they  have  some  income  but  not  enough  to  provide  these  neces- 
sities, the  balance  should  be  supplied,  and  that  is  all.  So  what  we  have 
here  is  a  guaranteed  annual  income  under  the  name  of  welfare  reform. 
1  have  some  questions  about 

Secretary  Richardson.  Senator,  may  I  just  say  one  brief  word  on  the 
disregards.  I  am  sure  it  is  true  that  examples  such  as  those  you  have 
just  given  us  have  involved  high  disregards  for  work-related  expenses, 
child  care,  and  so  on,  and  that  is  a  problem  which,  as  I  said  earlier, 
H.R.  1  does  try  to  cure  by  putting  a  maximum  on  this  kind  of  dis- 
regard. But  the  real  issue  is  what  do  you  do?  If  on  this  chart  you 
were  to  take  a  person  who  is  receiving  $2,400  in  Federal  family  assist- 
ance benefits,  State  supplement  of  $1,914,  with  a  gross  cash  income  of 
$5,064  and  earnings  of  $720,  if  you  were  to  provide  a  hundred  percent 
tax  rate,  you  would,  in  effect,  subtract  the  $720  in  this  figure  of  $2,400, 
so  that  individual  would  be  receiving  $720  less  in  Federal  benefits  as 
a  result  of  earning  $720. 

Now,  you  can  certainly  appl}-  a  penalty  for  refusal  to  take  the  job, 
but  the  result  is  that  the  individual  takes  the  job  for  no  additional 
economic  reward:  the  same  would  be  true  as  you  go  up  because  if  you 
had  a  hundred  percent  tax  rate  at  this  point,  at  a  level  of  $2,000  in 
earnings  you  would  have  wiped  out  the  family  assistance  benefit,  $1,- 
546,  and  you  would  have  wiped  out  in  addition  $554  of  the  remaining 
State  supplement,  so  that  the  individual  at  that  point  would  be  re- 
ceiving about  $1,400  in  State  supplement  only,  and  the  balance  would 
be  the  $2,000  of  earnings.  The  result  would  be  in  effect  that  although 
having  increased  earnings  by  $2,000,  the  family's  cash  income  would 
be  exactly  the  same  as  before,  even  before  you  take  into  account  any 
of  these  other  things  in  the  right-hand  column  of  the  chart. 

So,  you  know,  you  could  do  that,  but  it  is  fair  to  say  that  the  unani- 
mous judgment  of  those  who  have  worked  most  intensively  on  this  is 
that  there  should  be  a  reward  for  work  represented  by  some  retained 
share  of  earnings,  and  I  have  supposed  that  the  problem  exhibited  by 
these  charts  had  already  been  regarded  by  the  committee  as  being 
that  they  did  not  show  enough  retention  of  earnings.  In  other  words, 
the  "tax  rate,"  taking  into  account  economic  benefits,  was  too  high 
and,  therefore,  there  was  not  enough  work  incentive. 
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We  would  like  to  see  the  work  incentive  higher,  in  fact,  ourselves, 
but  the  problem  of  doing  that  is  the  problem  that  we  tried  to  make 
"clear  this  morning,  namely,  that  you  have  higher  break-evens,  higher 
total  caseloads,  higher  total  costs.  I  think  the  issue  is  one  certainly 
that  the  committee  will  wish  to  go  into. 

Senator  Curtis.  All  of  that  is  based  on  the  assumption  that  we  take 
'the  general  pattern  of  H.K.  1  and  revise  it  somewhat.  It  cannot  be 
done  because  it  is  basically  wrong. 

Secretary  Richardson.  Well,  what  else  would  you  do?  Either 
you  increase  the  retained  share  of  earnings  so  that  instead  of 
leaving  33  cents  out  of  the  dollar,  you  leave  50  cents  or  you  reduce  it. 

Senator  Miller  asked  us  to  give  calculations  on  that.  You  can  reduce 
the  tax  rate  to  zero,  but  you  have  to  make  a  decision  as  between  those 
options  somewhere  from  a  hundred  percent  tax  rate  on  down. 

Senator  Curtis.  I  want  to  ask  you  something  else.  If  H.R.  1  is 
passed  as  it  is  written,  will  there  be  any  disregards  besides  the  $720 
plus  the  one-third  ? 

Secretary  Richardson.  Yes;  there  would  be  a  disregard  of  child 
care  expenses  up  to  $2,000 — this  is  a  disregard  in  the  sense  of  a  deter- 
mination of  what  earnings  are  countable. 

This  total  here  is  always  assumed  to  represent  countable  earnings. 

Senator  Curtis.  Would  there  be  anything  else  disregarded  besides 
child  care? 

Secretary  Richardson.  So  far  as  out-of-pocket  expenditures  for 
earnings  received  by  the  family  head,  no.  You  would  disregard  in 
determining  family  income  itself,  income  earned  by  a  student,  for  ex- 
ample, for  putting  himself  through  college,  and  you  would  disregard 
alimony  received,  and  a  certain  amount  allowed  for  home-grown 
produce. 

Items  Deducted  as  Work  Expenses  Under  Present  HEW 

Regulations 

Senator  Curtis.  Now,  according  to  present  regulations,  work  ex- 
penses have  included  social  security  taxes ;  Federal  and  State  income 
taxes ;  union  dues ;  dues  to  employee  clubs ;  transportation  to  and  from 
work ;  child  care ;  increased  cost  of  food,  including  cost  of  more  expen- 
sive ready-prepared  food  when  the  housewife  works;  snack  break 
where  customary;  special  clothing  or  uniforms  and  cost  of  cleaning 
or  laundering  them;  contributions  to  collections  for  mandatory  em- 
ployee benefits  such  as  private  pension  contributions ;  tools  and  licen- 
ses required  for  the  job;  additional  expenses  related  to  employment, 
including  any  necessary  publications. 

Those  would  be  eliminated  under  H.R.  1. 

Secretary  Richardson.  All  of  those  except  child  care  are  included  in 
the  $60  a  month  disregard.  In  other  words,  that  is  an  explanation  of 
why  $60  a  month  is  permitted  as  a  disregard.  I  am  sorry,  I  did  not 
have  that  list  in  front  of  me  when  Senator  Miller  was  talking  about 
this  earlier  today,  but  the  $60  a  month  in  effect  is  a  flat  amount  allowed 
to  cover  any  or  all  of  those  items  you  listed  except  child  care,  which  is 
allowed  for  as  a  separate  disregard.  The  Ways  and  Means  Committee 
pointed  out  that  the  allowance  of  a  separate  disregard  for  child  care 
would  have  the  advantage  of  making  more  child  care  possible  than 
would  be  fmided  under  the  appropriated  amount  for  the  purchase  of 
child  care  by  the  Secretary  of  Labor. 
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Senator  Curtis.  Mr.  Chairman,  there  may  be  some  people  who  want 
to  ask  some  questions  about  these  charts.  That  is  all  I  will  ask  at  this 
time. 

The  Chairman.  Senator  Byrd,  do  you  care  to  ask  some  questions  at 

this  time  ? 

Senator  Byrd.  Not  at  this  time. 

The  Chairman.  Mr.  Secretary,  I  will  ask  you  about  a  different  mat- 
ter so  you  may  resume  your  seat.  I  would  suggest  we  take  those  charts 
down  for  the  time  being.  I  plan  to  use  that  blackboard  for  a  moment 
so  I  suggest  we  move  that  chart  back  and  put  the  blackboard  there  in 
case  we  want  to  use  it. 

Mr.  Secretary,  I  am  frank  to  say  this  is  a  better  bill  than  the  bill  we 
had  last  year.  I  think  this  is  a  better  bill  than  the  Department  brought 
to  us  last  year  and  about  that  I  am  pleased.  May  I  say  that  after  the 
failure  of  the  bill  last  year,  I  went  to  Congressman  Mills  and  Congress- 
man John  Byrnes  and  told  them  some  things  I  thought  were  wrong 
about  this  bill  that  we  should  try  and  do  something  about,  I  had  hoped 
that  they  would  do  some  of  it  because  the  more  that  they  did  the  less 
the  burden  would  be  on  us  to  take  care  of  what  I  felt  were  obvious 
defects  in  the  bill.  Cashing  out  food  stamps  is  one  of  them  and  I 
applaud  that.  And  also  there  had  been  an  effort  to  limit  these  welfare 
payments  on  a  one  to  the  customer  basis. 

Preventing  Welfare  Abuse  Through  Use  or  Social  Security 

Numbers 

Now,  let's  see  the  extent  to  which  it  has  been  met  in  the  bill. 

Here  was  a  woman  in  Louisiana.  She  came  in  planning  to  go  on 
welfare  for  herself  and  her  children  a  fifth  time  and  she  succeeded  in 
getting  on  welfare  five  times.  But  in  the  course  of  it  she  ran  into  one  of 
the  aides  who  had  processed  one  of  the  first  four  applications  with  the 
result  that  this  matter  came  to  the  attention  of  the  office,  and  they  got 
out  a  search  warrant  and  learned  the  truth.  She  had  five  social  security 
numbers,  she  had  five  driver's  licenses. 

Her  neighbor  was  on  welfare  two  times  but  planned  to  go  on  three 
times.  She  had  three  drivers  licenses  and  three  social  security  numbers. 

Now  does  this  bill  get  the  social  security  numbers  down  on  one  to  a 
customer  basis. 

Secretary  Richardson.  Yes;  it  does.  The  social  security  number 
would  be  used  to  identify  every  recipient,  and  when  anybody  came  in 
who  didn't  have  a  social  security  number  or  didn't  know  what  it  was, 
there  would  be  a  check  made  with  the  Social  Security  Administration 
files  to  determine  whether  or  not  they  had  previously  been  issued  a 
number,  or  if  they  gave  a  number  to  determine  that  it  was  really  their 
own  number.  May  I  ask,  would  you  like  Mr.  Ball  to  answer  on  this? 
The  short  answer  is  that  they  would,  everyone  would  have  to  have  a 
number  and  checks  would  be  made  to  protect  against  a  duplication. 

The  Chairman.  Now,  originally  the  law  was  that  a  person  could 
have  all  the  social  security  numbers  she  wanted,  I  believe ;  is  that  not 
correct  ? 

Secretary  Richardson.  Yes.  Mr.  Ball  might  be  a  better  witness  than 

I  on  this. 

Mr.  Ball.  Mr.  Chairman,  as  far  as  the  basic  social  security  program 
is  concerned,  there  is  no  penalty,  specific  penalty,  for  applying  for 
more  than  one  number.  In  our  ordinary  processes  obviously  if  the  indi- 
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vidual  gave  the  same  identifying  information  the  second  time  he  would 
be  caught  in  the  screen  and  we  would  find  he  already  had  a  number  so 
we  would  only  reissue  the  one  number  unless  he  would  give  a  reason 
for  wanting  a  second  number  and  then  we  would  cross  refer  the  two  to 
the  file.  But  so  far  as  policing  this  new  program  is  concerned,  what  we 
plan  to  do  with  the  new  agency  is  for  each  applicant  to  the  program 
to  be  identified  by,  say.  a  woman  bringing  in  her  children  for  applica- 
tion, to  identify  her  with  a  birth  certificate  and  then  to  use  that  as  a 
basis  for  either  issuing  a  new  number  or  checking  any  existing  number 
that  they  have  so  that  for  this  group  there  would  be  a  complete  check, 
keeping  them  down  to  always  a  single  number. 

Now,  the  bill  also  provides  a  penalty  that  makes  it  an  offense  to  seek 
a  second  social  security  number  for  any  fraudulant  purpose.  We  still 
prefer,  and  the  bill  would  allow,  a  situation  in  which  an  individual  for 
a  nonfraudulent  purpose  telling  us  that  he  wants  a  second  number; 
we  would  still  believe  as  long  as  we  have  a  cross  reference  that  would 
be  desirable  to  allow  that. 

Sometimes  we  get  situations  where  an  individual  has  a  name  that 
suddenly  becomes  notorious,  like  a  noted  criminal,  for  example,  and 
he  is  having  trouble  and  he  just  wants  to  change  it.  As  long  as  he  tells 
us  about  it  and  our  records  are  complete  that  would  be  all  right.  An- 
other example  is  if  somebody  is  on  a  blacklist :  but  other  than  those 
exceptions,  as  far  as  this  program  is  concerned,  there  will  be  these 
strict  checks  so  that  we  can  be  sure  there  is  only  one  account  number  to 
each  applicant. 

The  Chairman.  Well  now,  is  there  a  possibility  that  we  can  get  this 
thing  to  where  people  only  use  one  social  security  number  ?  Can  we 
reduce  the  duplicate  social  security  numbers  down  to  less  than  1  per- 
cent rather  than  have  a  large  number  of  people  with  more  than  one 
social  security  number? 

Mr.  Ball.  Well,  Mr.  Chairman,  I  would  think  that  over  a  period  of 
time  it  probably  will  be  highly  desirable  to  tighten  up  on  the  issuance 
procedures  for  social  security  numbers  in  general.  It  does  seem  to  me 
that  as  far  as  this  new  program  is  concerned,  the  proposals  to  check 
the  numbers  or  issue  new  numbers  in  relation  to  a  birth  certificate  will 
make  it  completely  tight  for  this  program. 

Now  the  question  becomes  how  much  you  want  to  require  in  the  way 
of  identification  from  individuals  when  they  are  applying  for  what 
they  claim  to  be  a  new  number  unrelated  to  this  program  now,  just  in 
general,  what  they  claim  to  be  a  new  number  and,  in  effect,  they  al- 
ready have  one,  the  degree  to  which  you  go  to  insist  that  they  establish 
this  fundamental  identity  is,  I  think,  a  very  real  question. 

The  Chairman.  Well,  the  important  thing  is  that  if  we  are  going  to 
have  a  good  program  it  must  not  be  subject  to  the  kind  of  thing  that 
happened  out  there  in  Alameda,  Calif,  where  people  advertised  that 
they  were  going  to  cheat  on  the  welfare  and  proceeded  to  demonstrate 
how  easy  it  was.  I  think  one  of  them  got  on  the  welfare  rolls  10  times 
in  Alameda  County  alone,  is  that  not  true. 

Mr.  Ball.  Well,  you  see  there  is  another  point  in  this  I  don't  think 
we  have  made,  Mr.  Chairman.  The  first  point  I  am  making,  just  to 
repeat  quickly,  is  that  the  identification  of  the  new  applicant  for  this 
program  isn't  a  social  security  number  fundamentally,  it  is  a  birth 
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certificate.  Then  we  use  that  as  a  basis  for  either  checking  the  number 
or  issuing  a  new  number.  I  think  that  makes  for  a  tight  system. 

Now  the  other  thing  is  we  have  a  central  file. 

The  Chairman.  Do  those  birth  certificates  have  numbers  that  go 
with  them  so  it  would  tie  it  in. 

Air.  Ball.  No;  they  show  the  birth  certificate  and  we  put  a  number 
in  relation  to  that  information.  The  point  is  our  central  records  would 
show  the  date  of  birth  of  this  individual,  their  name,  their  mother's 
and  father's  name,  the  place  of  birth ;  that  is  what  our  central  records 
show.  Now  if  they  go  to  a  new  office  they  have  to  have  this  birth  cer- 
tificate and  the  birth  certificate  shows  this  information,  that  is  all 
checked  back  to  a  central  file,  and  it  is  shown  that  they  already  had  a 
number  and  this  is  it. 

The  Chairman.  All  right. 

Mr.  Ball.  I  think  the  point  about  some  of  the  State  programs 
now  is,  you  don't  have  an  opportunity  to  catch  even  the  obvious  case 
because  there  isn't  a  reference  to  a  central  file. 

The  Chairman.  Yes. 

Mr;  Ball.  And  we  would  always  be  referring  back  to  central 
records. 

The  Chairman.  Now  the  only  argument  I  know  justifying  more  than 
one  social  security  number,  was  that  the  person  might  object  that  he 
might  be  blacklisted  from  a  job  and  the  number  could  help  identify 
him  for  blacklisting  purposes.  We  can  make  that  a  criminal  penalty 
on  a  person  using  a  social  security  number  for  such  purposes. 

Mr.  Ball.  Well.  Mr.  Chairman,  I  think  the  exceptions  to  the  de- 
sirability of  a  single  number  are  so  rare  that  it  really  does  not  cause 
the  system  any  difficulty.  As  long  as  we  know  the  person  has  two  num- 
bers we  can  cross  reference  them  and  we  can  immediately  find  it  just 
as  well.  I  don't  think  that  is  the  big  problem. 

I  think  the  problem,  if  you  go  beyond  the  welfare  program  and  be- 
yond the  social  security  program,  the  problem  becomes  one  of  the 
degree  of  proof  that  you  ask  for  when  an  individual  applies  for  what 
he  says  is  a  new  number.  You  suspect  that  it  may  be  really  he  already 
has  one,  he  gives  you  the  information,  we  check  the  central  record,  and 
that  doesn't  prove  it.  If  he  has  made  up  a  new  birthday,  made  up  a 
new  mother's  name  and  made  up  all  new  information,  our  checking  this 
new  information  will  not  catch  it. 

So  you  could  say  "don't  ever  issue  a  social  security  number  to  any- 
body unless  he  brings  in  a  birth  certificate."  That  would  be  a  much 
tighter  system  than  we  now  operate  under,  and  I  would  say  person- 
ally I  think  we  will  be  moving  by  stages  in  the  direction  of  tighter  re- 
issuance procedures,  but  that  as  far  as  this  program  is  concerned  we 
can  make  it  completely  tight  from  the  beginning. 

The  Chairman.  Well,  now,  up  to  this  point  we  don't  have  any  cen- 
tral computer  at  any  point  where  we  could  tell  whether  a  person  is 
already  on  the  welfare  rolls  in  some  other  state,  is  that  correct? 

Mr.  Ball.  That  is  correct. 

Secretary  Richardson.  This,  if  I  might  interject,  Mr.  Chairman,  is*, 
of  course,  one  of  the  most  important  reasons,  as  we  pointed  out  earliei- 
to  Senator  Nelson,  why  we  think  that  Federal  administration  is 
important. 

The  Chairman.  All  right. 
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Benefits  for  the  Aged 

Now,  Mr.  Secretary,  I  have  been  desirous  of  increasing  the  pay- 
ments for  the  aged  people  in  this  country.  We  know  there  is  not  much 
abuse  in  it.  If  these  old  people  qualify  in  the  first  instance  they  are  not 
going  to  have  much  income  thereafter.  How  much  does  this  House  bill 
provide  for  them,  if  they  have  no  other  income? 

Secretary  Richardson.  If  there  is  no  other  income  for  an  individual 
it  starts  out  at  $130  a  month.  For  a  family,  I  mean  for  two  people, 
$195  a  month.  Then  in  the  next  year  for  an  individual  it  goes  to  $140r 
and  for  a  couple  $200,  for  the  third  year  it  is  $150  for  the  individual 
and  $200  again  for  the  couple. 

The  Chairman.  Well,  I  applaud  that.  I  would  like  to  see  it  higher 
especialty  for  the  couple,  but  I  believe  that  that  is  a  good  provision. 
How  much  would  those  people  be  permitted  to  earn  without  losing 
their  welfare  entitlement. 

Secretary  Richardson.  The  same  provisions  of  $60  a  month  disre- 
gard for  work  expenses  and  the  retention  of  one  third  of  earnings 
would  apply  to  them  also.  I  think  in  the  case  of  the  blind  and  disabled 
$85  disregard  of  work  related  expenses. 

Mr.  Veneman.  Mr.  Chairman,  I  think  it  also  should  be  emphasized 
that  this  is  a  Federal  minimum,  100  percent  funded  by  Federal 
money  and  the  States  have  every  incentive  to  supplement  above  this 
if  they  are  presently  paying  more  than  $130  to  $195. 

Incentives  for  Not  Marrying 

The  Chairman.  Now  to  look  at  the  kind  of  thing  that  concerns  mey 
which  bothers  me  a  lot,  I  would  like  to  just  ask  one  of  our  staff  assist- 
ants to  go  to  the  blackboard.  Let's  just  assume,  put  about  the  middle 
of  the  board  there  the  figure  $6,000. 

All  right,  let's  assume  that  you  are  talking  about  one  of  the  higher 
payment  States  and  put  above  that  put  "F"  for  the  father. 

All  right,  put  parallel  to  that  just  to  the  right,  plus  $5,600. 

Above  the  $5,600  put  M  plus  3,  that  is  a  mother  plus  three  children. 
In  that  instance  there  would  be  available  to  that  family  where  the 
father  has  not  married  the  mother  a  combined  income  of  $11,600. 

On  the  other  hand  if  a  father  were  working  and,  let's  say,  he  was 
making  $7,000,  and  he  admitted  his  responsibility  to  that  mother  and 
his  three  children — he  freely  admitted  those  were  his  three  children, 
and  he  was  married  to  the  mother — then  the  family  would  not  be 
eligible  for  welfare  payments,  indeed  they  would  be  paying  taxes. 

Now  that  angers  and  outrages  taxpaying  people  who  live  in  the 
vicinity  of  these  welfare  families.  Some  of  these  fathers  know  exactly 
when  the  welfare  check  arrives.  They  show  up  on  the  day  the  check  ar- 
rives, help  mama  spend  the  money  and  then  leave  for  the  remainder  of 
the  month,  only  to  turn  up  again  when  the  next  welfare  check  shows 
up. 

If  that  mother  had  been  my  daughter,  if  the  father  was  not  disposed 
to  marry  her,  I  would  have  suggested  that  we  go  to  court,  have  him  de- 
clared to  be  the  father  of  that  child  and  obtain  a  court  order  ordering 
him  to  pay  support  for  his  family.  Wouldn't  that  be  a  better  answer 
than  what  we  have  right  now  where  the  man  making  $6,000  can  have 
$11,600  income  between  him  and  his  wife  by  denying  paternity,  and 
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carrying  out  the  pretense  that  the  father  is  not  available  to  help  sup- 
port his  children  and  the  mother  of  those  children.  . 

Secretary  Richardson.  Clearly,  Mr.  Chairman,  every  .practical 
measure  should  be  taken  to  determine  what  the  combined  income  ot 
the  family  is,  and  to  determine  whether  or  not  the  man  m  the  house 
or  the  man  hanging  around  is  the  father  of  one  or  more  of  the  children. 
Under  HR.las  it  presently  stands  the  income  brought  into  the  house 
would  count  as  family  earnings,  and  any  information  that  indicated  to 
the  administrators  of  the  program  that  the  money  was  available  would 
afford  a  basis  for  further  inquiry,  and  if  it  proved  to  be  true,  the  reduc- 
tion or  elimination  of  benefits.  . 

The  Chairman.  Do  I  understand  H.R.  1  has,  reimposes,  the  man- 

^  Secretary  Richardson.  No  ;  the  real  issue  here,  is  between  the  impu- 
tation of  income  to  the  family  where  somebody  is  hanging  around,  and 
where  you  found  out  what  his  income  is,  and  the  provisions  of  H.R  1 
which  say  that  where,  in  fact,  a  group  of  people  have  been  living  to- 
gether as  a  family,  the  earnings  brought  in  by  any  number  of  that 
Sroup  are  considered  to  be  family  earnings,  and  if  you  have  informa- 
tion that  thev  have  been  in  fact  living  on  this  total  amount,  then  that 
information  'is  pertinent  to  determine  income  available  to  the  lam- 
ily  It  turns  really  on  whether  you  assume  in  effect,  as  a  presump- 
tion, that  income  is  available  when  in  some  sense  a  man  is  around, 
versus  a  determination  that  income  has,  in  fact,  been  applied  to  the 

needs  of  the  family.  ,       .    ,    n 

The  Chairman.  Well,  Mr.  Secretary,  the  Supreme  Court  ruled  on 
this  man-in-the-house  rule  that  you  could  not  attribute  income  ot  that 
man  to  that  woman  and  those  children  except  to  the  extent  that  you 
could  prove  that  that  income  is  available  to  them.  Would  that  still  be 

the  case  under  H.R.  1.  , ,  ,      ,  *•-  n 

Secretary  Richardson.  That  would  be  the  case  essentially,  yes. 

The  problem  is  the  problem  of,  in  effect,  the  burden  of  establishing 
that  the  money  is  available.  In  other  words,  if  you  had  any  informa- 
tion that  tended  to  show  that  money  was  available  you  could  then 
inquire  and  pin  that  down,  versus,  in  effect,  a  presumption  that  money 
is  available  because  the  man  is  around.  This  is  really  what  it  turns  on, 
and  the  latter,  the  man-in-the-house  rule,  in  its  purest  form  requires 
in  effect,  that  somebody  try  to  find  out  what  the  facts  are  and  this 
involves  a,  considerable  element  of  intrusion,  and  so  on.  .    . 

The  Chairman.  Well,  the  way  it  looks  now,  Mr.  Secretary,  this  is 
the  kind  of  complaint  that  causes  people  who  live  next  door  to  these 
welfare  families  to  resent  to  the  soul  of  them  the  way  this  program 
is  working.  I  don't  think  it  would  be  much  different  under  H.K.  1. 
You  can  change  those  figures,  reduce  that  $6,000  to  $4,000  and  that 
S5  600  to  $2,400,  you  can  change  them  around  however  you  want  to, 
but  I  don't  see  how  we  are  going  to  ever  work  out  something  that  does 
justice  to  the  husband  who^brings  his  paycheck  home  to  the  wife  and 
children  unless  we  find  some  way  to  see  to  it  that  the  family  that  is  in 
fact  poor  and  is  in  fact  working  makes  out  as  well  as  the  peopie  who 
are  legally  cheating  us. 

Now,  until  we  can  solve  that  riddle  I  just  can't  see  that  we  have  a 

Secretary  Richardson.  We  would  be  very  glad,  as  I  said  the  other 
day,  to  work  with  you  on  this,  Mr.  Chairman. 
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The  committee,  as  you  recall,  last  year  suggested  a  series  of  indica- 
tions on  the  basis  of  which  it  could  be  determined  that  there  was  a 
parental  relationship.  Some  of  these  involve  significant  and  serious 
administrative  problems,  but  we  would  be  glad  to  review  these  with 
you,  and  see  what  we  can  come  up  with. 

The  bill  does  take  one  step  which  is  an  important  one  in  making 
this  money  available,  or  assuring  that  it  will  be  counted,  and  that  is 
that  it  treats  the  stepfather  as  supporting  the  family  regardless  of 
what  the  State  law  might  otherwise  say.  It  also  establishes  that  if 
paternity  of  the  father  as  to  any  child  in  the  household  can  be  estab- 
lished, then  his  responsibility  toward  all  the  children  can  be  assumed. 

The  question  is  really,  in  a  practical  sense,  how  far  beyond  that  to 

The  Chairman.  But  in  that  illustration  I  have  given  there,  Mr. 
Secretary,  the  people  who  have  possession  of  the  facts  are  the  father 
and  the  mother,  and  it  is  to  their  advantage  to  the  tune  of  about  a 
$5,000  cash  incentive  not  to  make  those  facts  available  to  us.  If  they 
do  they  reduce  their  joint  family  income  by  $5,000  a  year.  It  provides 
a  man  with  a  good  economic  incentive,  if  indeed  he  needed  any,  to 
decline  to  marry  and  to  decline  that  he  is  the  father  of  those  children. 

Now  if  you  turn  the  incentive  around  the  other  way  it  would  seem 
to  me  as  though  it  would  work  better.  Let's  see  if  we  can  design  a 
program  in  such  a  fashion  that  it  is  very  much  to  the  mother's  advan- 
tage to  identify  the  father  and  to  have  him  held  liable  for  the  support 
of  those  children.  Then,  when  the  economics  favors  her  my  guess  is 
that  she  is  more  likely  to  fix  paternity  than  when  the  economic  dis- 
favors it. 

Tf  we  can  do  it,  if  we  can  work  out  some  way  of  achieving  that 
result,  would  you  be  inclined  to  favor  it,  all  things  being  equal? 

Secretary  Richardson.  Yes;  certainly. 

Under  these  provisions  of  the  bill  as  it  now  stands,  which  represent 
thus  far  the  best  results  of  the  effort  to  deal  with  this  problem,  there 
would  be  the  requirement  of  a  report  by  the  family  of  ail  its  income 
from  any  source.  This  total  would  have  to  include  income  from  any 
person  living  in  the  house  as  well  as  income  from  any  source  outside 
the  household.  Up  to  that  point  the  person  living  in  the  house  doesn't 
have  to  be  related,  in  effect,  doesn't  have  to  have  the  obligation  of 
support  if  that  person  is  part  of  the  household.  So  the  question  then 
is  how  do  you  find  this  out. 

There  would  be  penalties  for  failure  to  report.  But  if  you  can  think 
of  some  positive  incentive  we  would  be  for  it. 

The  Chairman.  Well,  that  is  what  we  need,  in  my  judgment,  to 
make  this  work. 

Developing  a  Federal  Child  Support  Law 

Now,  you  have  indicated  that  you  do  favor  the  suggestions  we  have 
made  last  year  about  the  fathers  who  cross  State  boundaries  making 
themselves  unavailable  to  support  their  children.  I  would  ask  you 
can  we  count  on  your  cooperation  in  trying  to  work  out  the  most 
feasible  and  practical  program  that  can  be  devised  under  a  kind  of  a 
Federal  child  support  law  to  reach  that  father  wherever  he  goes  and 
garnishee  his  check  if  need  be  in  order  to  collect  his  contribution 
toward  his  wife,  that  is  the  mother  of  his  children  and  those  children? 
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Secretary  Richardson.  Yes,  Mr.  Chairman.  We  have,  as  you  pointed 
out,  included  a  provision  for  criminal  penalties  for  crossing  State  lines 
in  order  to  escape  parental  responsibility.  We  have  raised  matching 
for  locating  deserting  fathers  from  50  percent  to  75  percent,  The  bill 
also  provides  that  the  father  would  continue  to  owe  the  amount  of 
any  payments  he  was  otherwise  obligated  to  make  to  the  family,  to 
the  United  States,  which  could  collect  this  out  of  any  moneys  due  him. 

The  bill  does  not  take  the  additional  step  you  have  just  referred  to 
of  providing  for  garnishment  of  wages,  and  there  is,  I  think,  a  tough 
question  of  whether  that  is  a  good  idea  or  not.  I  think  the  Labor  De- 
partment and  the  Justice  Department  both  would  want  to  be  heard. 
We  have  consulted  them  about  it  and  they  have  informally  told  us 
that  they  do  not  favor  it,  and  so  I  simply  would  say  at  this  point  if 
you,  Mr.  Chairman,  and  members  of  the  committee  would  like  to  pur- 
sue that  additional  remedy  further  that  I  think  those  two  departments 
would  like  to  be  heard. 

The  Chairman.  Well,  what  really  irritates  me,  Mr.  Secretary,  is  to 
hear  a  tax  collector  take  the  view  that  his  job  is  to  collect  taxes  and  he 
has  no  further  responsibility  toward  this  Government.  He  has  the 
information  as  to  where  that  father  is,  and  can  provide  that  to  us.  If 
we  have  a  good  Federal  child  support  law  we  can  proceed  against  that 
father  and  make  him  make  a  contribution.  Of  course,  there  is  more 
advantage  to  this  matter  than  just  achieving  some  income  from  that 
father  toward  the — to  keep  his  family  off  welfare,  or  to  increase  their 
income  if  they  are  on  welfare. 

Part  of  the  advantage  is  that  it  would  tend  to  make  him  somewhat 
more  responsible  in  the  area  of  family  planning.  Some  of  these  fathers 
seem  to  feel  they  have  no  responsibility  in  that  regard,  that  is  just 
something  for  the  prospective  mother  to  worry  about,  We  can  expect 
these  fellows  to  do  more  if  we  have  an  effective  program. 

Now,  here  are  some  statistics  that  I,  looking  at  on  page  72,  and  I 
think  you  have  it  available  to  you.  This  is  the  pamphlet  "Welfare  Pro- 
gram for  Families."  * 

Secretary  Richardsox.  Yes,  sir. 

The  Chairman.  Now,  of  a  list  of  75  percent  of  fathers  absent  from 
the  home,  2.6  percent  are  in  prison,  so  we  won't  get  much  help  out  of 
those,  and  1.6  percent  are  absent  for  other  reasons  that  are  not  ex- 
plained. With  regard  to  the  other  71  percent,  it  would  seem  to  me  that 
most  of  those  fathers  are  working  and  they  should  be  available  to  make 
a  contribution. 

Wliat  percent  do  you  think  could  make  a  contribution  if  we  can  over- 
come the  difficulty  of  finding  them  and  identifying  them  and  establish- 
ing their  duty  toward  their  children?  What  percentage  of  those  do 
you  think  are  working  and  making  enough  income  that  they  can  made 
some  reasonable  contribution? 

Secretary  Richardson.  Well,  I  suppose,  Mr.  Chairman,  that  if  you 
took  as  the  ones  least  likely  to  be  making  a  contribution  now,  which 
are  the  portion  shown  «s  deserted,  and  the  portion  shown  as  not  mar- 
ried to  the  mother,  which  brings  you  up  to  about  42  percent  of  the 
total,  that  these  are  the  ones  least  likely  to  be  contributing  now.  Of 
that  total  I  suppose  you  might  expect  that  the  unemployment  rate 
was  substantially  higher  than  in  the  adult  male  population  as  a  whole, 


*  See  page  487. 
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but  if  you  said,  if  it  were  as  high  as,  say,  20  percent,  that  would  still 
leave  a  total  of  about  proportionally  32  percent  of  the  entire  number 
employed  who  could  be  pursued  if  you  had  a  way  of  identifying  them. 

The  Chairman.  I  have  no  doubt,  Mr.  Secretary,  we  can  do  a  Tot  bet- 
ter with  regard  to  those  desertion  cases  than  we  are  doing.  Many  of 
the  States  don't  even  have  the  money,  to  help  meet  the  expense  of  haul- 
ing these  fellows  back  to  the  States. 

Secretary  Richardson.  Fifty  percent  now  is  part  of  the  Federal 
matching  administrative  costs.  Under  the  bill  it  would  be  increased  to 
75  percent. 

The  Chairman.  Well,  we  will  never  know  how  effective  we  can  be 
unless  we  have  our  own  program  and  put  our  own  lawyers  to  work. 

We  have  a  lot  of  them  on  the  OEO  program  trying  to  help  these 
women  get  their  legal  affairs  straightened  out.  Why  can't  we  have  a 
Federal  program  where  we  can  simply  have  one  U.S.  attorney  con- 
tact another  U.S.  attorney  and  say  "the  number  shows  up  in  your 
area."  and  let's  simply  name  that  OEO  lawyer  as  a  special  assistant  to 
handle  those  cases  for  him  and  on  that  basis  we  might  be  able  to  get 
mothers  some  support.  We  will  never  know  how  effective  we  can  be 
unless  we  try. 

Secretary  Richardson.  I  do  agree  with  that. 

The  Chairman.  Well,  I  am  pleased  to  see,  Mr.  Secretary,  that  we 
have  at  least  found  some  areas  of  agreement. 

Expanding  Child  Care 

This  bill  makes  a  lot  of  headway  in  the  area  of  family  planning.  It 
makes  headway  in  the  area  of  child  care.  I  personally  have  felt  that 
we  would  make  more  progress  in  child  care  if  we  had  a  separate  cor- 
poration with  a  board  when  one  member's  term  expires  every  year 
so  we  could  keep  calling  on  these  people  to  explain  to  us  why  they  have 
not  been  able  to  spend  the  money  we  have  made  available  to  them  for 
that  purpose. 

Does  the  administration  still  oppose  that  concept? 

Secretary  Richardson.  We  would  like  to  explore  it  further  with  you, 
Mr.  Chairman.  There  are  involved,  we  think,  problems  of  compati- 
bility with  the  other  related  provisions  of  law  that  have  been  proposed 
and  considered  by  other  committees.  But  I  think  that  the  concept  is 
one  that  is  perfectly  consistent  in  principle,  and  if  the  committee 
would  like  to  pursue' that  at  your  suggestion  we  would  be  glad  to  work 
with  you  on  it. 

Subsidizing  Low-Wage  Employment 

The  Chairman.  I  want  to  agree  with  the  position  that  the  adminis- 
tration has  taken  so  far  as  I  can  tell  at  this  point  with  regard  to  the 
hard  question  of  low  paying  jobs.  It  seems  to  me  that  we  are  better 
off  to  urge  a  person  to  take  a  job  paying  a  dollar  or,  I  think  you  had 
an  agreement  at  the  $1.20  level  and  to  subsidize  that,  if  need  be,  in 
order  to  bring  the  family  income  up  to  whatever  you  thought  the 
proper  level,  rather  than  to  simply  raise  the  minimum  wage  and  end 
up  having  to  pay  the  whole  thing  because  a  person  couldn't  find  a 
job  at  the  minimum  wage. 
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Frankly  that  is  one  area,  Mr.  Secretary,  where  T  believe  wo 
shouldn't ~be  trying  to  help  people  unless  they  are  doing  the  most  they 
can  to  help  themselves.  •    •    , 

You  still  adhere  to  that  position,  do  you  not,  that  it  is  better  to 
subsidize,  to  add  something  to  what  someone  can  make  rather  than  to 
pay  them  to  do  nothing. 

Secretary  Richardson.  Yes,  we  do.  We  agree  with  that. 

The  Chairman.  Well,  thank  you  very  much,  Mr.  Secretary.  Those 
are  all  the  questions  I  have  for  now  unless  Senator  Hansen  would 
care  to  ask  a  few. 

Senator  Hansen.  Thank  you,  Mr.  Chairman. 

I  know  it  is  late  and  you  have  had  a  very  long  day,  Mr.  Secretary. 
Let  me  ask  will  the  Secretary  be  coining  back  again  or  not. 

The  Chairman.  We  will  be  here  at  10  o'clock  tomorrow  if  the  Sec- 
retary can  be  here.  Can  you  be  here,  Mr.  Secretary. 

Secretary  Richardson.  Yes,  I  could  be.  Are  you  calling  any  other 
witnesses  tomorrow. 

The  Chairman.  No.  Senator  Byrd  notified  me  that  he,  tor  one, 
wanted  to  ask  a  few  additional  questions.  He  wanted  to  be  here,  and 
I  think  that  Senator  Curtis  and  Senator  Jordan  also  would  like  to 
ask  some  additional  questions.  So  that  if  you  could  be  available  we 

Will  I")  6  liGTG 

Secretary  Richardson.  I  could  be  available,  Mr.  Chairman.  I  would 
hope  that  it  might  be  possible  to  complete  my  appearance  in,  say,  an 
hour  and  a  half,  is  that  feasible  do  you  think  in  the  light  of 

The  Chairman.  I  would  hope  so,  Mr.  Secretary. 

Secretary  Richardson.  Thank  you,  fine,  thank  you  very  much. 

Senator  Hansen.  If  it  is  agreeable  then,  Mr.  Chairman,  I  will 
withhold  the  few  questions  I  have  until  tomorrow.  I  don't  intend  to 
take  a  lot  of  time.  I  would  like,  Mr.  Chairman,  to  ask  that  this  report 
prepared  by  the  Chamber  of  Commerce  of  the  United  States  of  Amer- 
ica which  was  done  by  Alfred  and  Dorothy  Telia  be  included  m  the 
hearing  record.  I  think  that  it  is  important  that  we  consider  along 
with  others  the  observations  made  by  this  study  group,  and  I  am 
particularly  interested  in  their  summary  of  it.  I  recognize  not  every- 
one is  going  to  read  through  all  of  it,  but  I  would  like  to  state  the  find- 
ings of  the  study  that — 

Each  of  the  income  payment  plans  analyzed  would  discourage  work 

by  low-income  family  heads. 

Male  family  heads  would  keep  working  but  would  work  fewer  hours. 
Female  family  heads,  in  large  measure,  would  withdraw  from  the 

lsnOT*  TOT*06 

Because  the  reduced  work  would  cause  these  families  a  loss  of  earn- 
ings, their  family  income  would  rise  by  much  less  than  the  amount  of 
the  income  payment— by  about  half  of  the  payment  for  male-headed 
households  and  one  quarter  of  the  payment  for  female  headed  house- 
holds. . 

Under  each  of  the  three  plans,  both  the  high  (50  to  67  percent) 
"marginal  tax  rate"  and  the  income  payment  would  discourage  work. 
Income  payment  plans  reduce  the  amount  of  the  payment  in  propor- 
tion to  the  amount  of  income  earned  by  work.  With  a  67  percent  rate, 
for  every  $3  of  income  earned  by  work*  a  family's  benefit  is  reduced  by 
$2.  The  Telia  study  found  that  70  to  80  percent  of  the  work  disincen- 
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tive  that  would  occur  would  come  from  the  "tax  rate"  on  earned  in- 
come and  the  remaining  20  to  30  percent  from  the  supplemental 
income  payment. 

The  Chairman.  Without  objection. 

(Clerk's  Note.  The  complete  book  is  printed  as  appendix  D,  p.  493.) 

Senator  Hansen.  Then,  if  I  may,  Mr.  Chairman,  let  me  say  this, 
we  have  two  sets  of  charts  that  we  have  seen  exhibited  here  this  after- 
noon, one  an  updating  of  the  so-called  Williams  chart  or  the  Williams 
charts  which  the  committee  requested,1  and  the  other  charts  which  the 
Secretary  had  said  better  reflects  the  work  incentives  calculated  by 
HEW  in  response  to  what  the  Department  "thought"  the  committee 
wanted.2 

I  note  the  caption  at  the  top  indicates  the  Department  does  not 
endorse  the  chart  as  a  complete  representation  of  the  work  incentives 
in  H.R.  1.  I  would  ask  you,  Mr.  Secretary,  if  we  might  not  have  a 
third  chart  which  would  show  the  complete  work  incentive  in  H.R.  1 
as  you  and  the  Department  conceive  it  and  as  you  would  endorse  it. 

Secretary  Richardson.  Senator  Hansen,  the  second  chart,2  that  is, 
since  I  don't  have  the  captions  in  front  of  me,  that  the  one  that  was 
on  the  right  as  they  were  set  up 

Senator  Hansen.  Yes. 

Secretary  Richardson  (continuing).  Which  was  the  one  we  pre- 
pared first,  hoping  it  to  be  responsive  to  the  Committee's  request, 
does  come  as  close  as  we  think  it  is  possible  to  come  in  that  format. 
The  difficulty  we  have  with  the  whole  concept  is  the  difficulty  of  treat- 
ing, in  effect,  various  types  of  economic  benefits  as  if  they  had  the 
same  impact  upon  the  motivation  of  a  potential  wage  earner  as  dollar 
earnings  themselves.  Given  the  underlying  premises  the  charts-  on  the 
right  comes  as  close  as  we  can.  You  should  read  it  against  the  back- 
ground of  our  footnotes  and  the  qualifying  statements  that  are  set 
forth  in  this  HEW  blue  pamphlet  dated  July  20  and  entitled  "H.R. 
1  Work  Incentives."  3 

Ineligibility  for  Food  Stamps  and  Eligibility  for  Surplus 

Commodities 

Senator  Hansen.  Then  maybe  if  we  could  possibly  pursue  those 
points  just  a  bit  further  at  this  time,  is  there  anything  in  H.R.  1 
making  it,  that  would  make  it,  mandatory  that  States  cash  out  food 
stamps. 

Secretary  Richardson.  Yes.  For  those,  for  the  people  under  the 
AFDC  program  who  would  be  receiving  benefits,  that  is  the  people 
in  that  family  situation.  There  are  a  few  people  who  are  not  covered 
by  H.R.  1  at  all  who  could  continue  to  be  eligible  for  food  stamps 
under  the  existing  food  stamp  law. 

Senator  Hansen.  What  you  are  saying  is  that  all  persons  who 
would  come  under  the  purview  or  the  provisions  applying  to  aid  to 
families  with  dependent  children,  none  of  those  persons  would  be 
eligible  for  food  stamps  in  any  of  the  50  states. 

Secretary  Richardson.  That  is  correct. 


1  See  p.  52  IT. 
"  See  p.  75  ff. 
3  See  p.  72,  ff. 
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Senator  Hansen.  Is  this  same  situation  true  with  commodities. 

Secretary  Richardson.  No,  the  H.R.  1  does  not  touch  the  commodity 
program. 

Senator  Hansen.  Then  could  that  be  indicated  or  may  we  have  a 
clarification  of  the  possible  impact  that  could  result  in  a  welfare  situ- 
ation if  a  State  decided  to  distribute  and  dispense  surplus  commodi- 
ties. 

Secretary  Richardson.  About  a  third  of  the  counties,  I  believe,  still 
do  utilize  the  commodities  program  rather  than  the  food  stamp  pro- 
gram. We  have  referred  to  this  in  our  footnote  somewhere.  Are  you 
suggesting  that  we  show  the  economic  value  of  (the  food  stamps)  as 
they,  in  effect,  part  of 

Senator  Hansen.  I  was  trying,  Mr.  Secretary,  to  determine  for  my- 
self, if  I  could,  the  total  impact  of  all  of  these  various  programs  and 
it  would  occur  to  me  that  the  ability  to  receive  surplus  commodities 
in  diminishing  amounts,  assuming  there  would  be  a  cutoff  on  those, 
along  with  other  things,  could  be  a  factor  in  determining  a  persons 
motivation. 

Secretary  Richardson.  It  could  be.  It  is  true  that  under  the  com- 
modities program,  quantity  stays  level  up  to  the  income  cutoff  beyond 
which  the  family  is  no  longer  eligible,  so  the  result  is  a  notch.  It  is 
hard  to  figure  out  when  you  are  handing  out  commodities.  The  only 
way  to  do  it  otherwise  would  be,  I  suppose,  to  progressively  reduce 
the  quantity  of  the  commodity.  T\re  have  a  short  analysis  of  this 
problem  I  would  be  glad  to  furnish  you. 

Senator  Hansen.  That  would  be  helpful  and  I  appreciate  it,  Mr. 
Secretary. 

(The  information  follows :) 

1. 11  Issue  Paper  on  Surplus  Commodity  Program 

issue 

Section  502  (a)  of  H.R.  1  prohibits  a  FAP  recipient  from  participating  in  the 
Food  Stamp  Program  but  does  not  prohibit  participating  in  surplus  commodity 
programs.  This  creates  inequities  among  families  with  similar  income  and  main- 
tains a  significant  notch  aud  accompanying  disincentives  to  work  effect. 

IN    H.R.     1 

Section  3  (e)  of  the  Food  Stamp  Act  of  1964  is  amended  by  adding  at  the  end 
thereof  the  following  new  sentence.  "No  person  who  is  determined  to  be  an  eli- 
gible individual  or  eligible  spouse  under  section  2011  (a)  of  the  Social  Security 
Act,  and  no  member  of  a  family  which  is  determined  to  be  an  eligible  family 
under  section  2152  (a)  of  such  Act,  shall  be  considered  to  be  a  member  of  a 
household  or  an  elderly  person  for  the  purposes  of  this  Act." 

DISCUSSION 

1.  One-third  of  the  counties  now  sponsor  surplus  commodities  programs.  A 
DOA  spokesman  estimated  the  retail  value  of  the  present  combination  of  goods 
to  be  $16  per  person  per  year.  Eligible  families  in  these  counties  will  have  more 
real  income  than  persons  with  comparable  money  income  in  the  other  two-thirds 
of  the  counties. 

2.  A  family  receives  the  same  amount  of  surplus  commodities  from  0  income 
to  the  cut-off  income.  This  creates  a  clear  notch  effect  with  potential  disincen- 
tives to  increased  work  effort. 

3.  There  would  be  many  problems  if  the  disparity  in  the  treatment  of  Food 
Stamps  and  Surplus  Commodities  encourages  expansion  of  the  latter  program. 
Expansion  of  commodities  to  all  families  now  receiving  Food  Stamps  would 
create  disruptions  in  the  market  and  involve  heavy  distribution  and  storage 
costs. 
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4.  One  alternative  is  to  prohibit  receipt  of  commodities  by  FAP  recipients  but 
it  may  be  difficult  to  sell  to  Congress.  Chairman  Poage  of  the  House  Agricultural 
Committee  already  advised  Chairman  Mills  of  Ways  and  Means  that  jurisdiction 
over  surplus  commodities  was  not  transferred  along  with  Food  Stamps.  The  Sen- 
ate Agricultural  Committee  may  be  equally  protective  of  the  surplus  commodity 
program. 

5.  Another  alternative  is  to  define  surplus  commodities  as  part  of  income ;  this 
avoids  the  Congressional  obstacles  but  there  is  a  problem  in  placing  a  value  on 
the  commodities  :  The  cost  to  the  Government  runs  $80  per  person  per  year  which 
is  considerably  less  than  the  DOA  estimate  of  retail  value  of  the  package.  Despite 
the  problems,  the  required  valuation  is  analogous  to  calculation  of  a  national 
consumer  price  index  and  therefore  of  course  could  be  done. 

6.  Since  a  county  may  have  a  food  stamp  or  a  commodity  program,  but  not 
both,  our  food  stamp  provision  "cashes  out"  commodities  as  drafted,  if  we  pro- 
hibit receipt  of  commodities. 

POSITION 

Attempt  to  prohibit  receipt  of  commodities  for  family  aud  adult  recipients, 
either  in  H.R.  1  or  by  amending  the  commodity  legislation.  As  a  last  resort,  choose 
the  alternative  in  5  above. 

Senator  Hansen.  One  further- 


Mr.  Veneman.  Senator,  may  I  just  elaborate  a  little  on  the  history 
of  that. 

Senator  Hansen.  Yes. 

Mr.  Veneman.  When  the  bill  was  before  the  House  last  year,  you 
will  recall,  when  we  offered  an  alternative  to  buy  out  food  stamps  we 
also  applied  it  to  commodities — that  is  the  way  we  initially  offered  it 
to  Ways  and  Means.  The  Ways  and  Means  did  not  include  com- 
modities because  of  jurisdictional  problems  as  well  as  anything  else. 
Our  position  was  we  should  not  provide  incentives  to  initiate  another 
nationwide  commodity  program. 

Mandatory  Increase  in  Medicaid  Deductible  as  Earning  Rise 

Senator  Hansen.  As  I  compared  the  charts  that  were  prepared  as 
I  understand  by  your  staff  this  year,  Mr.  Secretary,  with  some  of 
those  we  had  last  year  it  occurred  to  me,  and  I  may  be  in  error  on  this 
but  it  seemed  as  though  there  may  be,  may  have  been  some  difference 
implied,  at  least,  by  the  figures  in  so  far  as  the  medicaid  value  is 
concerned. 

My  question  is,  is  there  any  difference  in  the  medicaid  figures  that 
were  used  last  year  and  those  that  are  incorporated  in  this  year's 

charts. 

Secretary  Richardson.  The  main  difference  is  that  for  families 
affected  by  the  so-called  spend-down  provision  we  showed  no  dollar 
value.  For  families  below  that  level  we  showed  the  average  payments 
to  a  family  of  that  size  in  the  same  way  that  they  were  shown  last  year. 
The  problem  with  showing  the  dollar  amount  for  families  above  the 
combined  Federal  benefit-State  supplement  payment  level  is  the  prob- 
lem of  giving  an  actuarial  value  to  this.  The  family  would  benefit 
from  "free"  medical  care  in  that  situation,  as  H.R.  1  is  written,  only 
after  they  had  spent  income  down  to  the  level  of  the  combined  pay- 
ments. This  is  the  reason  why  we  have  not  been  able  to  arrive  at  a 
dollar  equivalent  and  that  is  a  difference  from  last  year's  charts  be- 
cause last  year's  bill  did  not  contain  this  so-called  spend-down 
provision. 

Senator  Hansen.  What  you  have  said  then,  as  I  understand  it.  is 
that  the  same  basic  rules  apply  insofar  as  medicaid  goes,  but  it  is  in  an 
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effort  to  more  realistically  and  accurately  interpret  them  in  the  impact 
they  would  have  on  the  welfare  recipient  that  brings  about  the  present 

VtlZly£cK—St  is  a  little  more  than  that,  Senator  Hansen. 
Tie  current  bill  actually  includes  a  new  section,  section  209,  which  was 
added  to  the  bill  by  the  House  committee  for  the  purpose  of  eliminate 
ino-  the  so-called  medicaid  notch.  It  does  do  that  in  a  way  because,  as  I 
say,  the  result  of  it  is  that  as  your  earnings  go  up  you  have  to  use  an 
increasingly  large  proportion  of  earnings  for  the  payment  of  out-of- 
pocket  of  medical  care  expenses  before  you  become  entitled  to  any 
subsidv.  So  it  does  have  this  effect. 

As  I  said  earlier,  we  think  there  are  better  ways  to  deal  with  the 
problem  but  that  is  an  actual  change  in  the  bill  as  compared  with  last 
vear  and  so  it  results  in  a  change  in  charts  for  reasons  I  explained. 

Senator  Hansen.  Did  I  understand  you  to  say,  trying  to  summarize 
what  you  said,  that  in  an  endeavor  to  escape  the  notch  effect  that 
would  result  from  trying  graphically  to  portray  the  effect  of  medicaid 
contributions,  assuming  as  you  said  that  the  greater  your  income  the 
greater  percentage  you  are  asked  to  contribute  to  medicaid— that  was 

Secretary  Richardson.  I  think  I  might  be  able  to  restate  it  this  way, 
Senator  Hansen.  If  you  start  out  with  average  medicaid  benefits  for  a 
family  of  four,  as  under  the  Delaware  chart,  for  example,  at  $460  or 
under  the  New  York  chart,  $910  for  a  family  of  four,  under  present 
law  so  long  as  the  family  is  eligible  for  any  cash  assistance  payment, 
it  is  elioible  for  medicaid,  for  all  the  benefits,  and  it  doesn't  matter 
whether' they  are  cash  assistance  amounts  to  $20  a  month  supplement- 
ing earnings  or  whether  the  family  has  no  earnings  at  all.  They  still 
get  the  full  package  of  benefits,  and  there  is  no  out-of-pocket  cost  to 
the  family  for  that  package.  , 

Now,  as  the  charts  last  year  pointed  out,  this  means  that  when  the 
family  crosses  the  threshold  of  eligibility  for  each  assistance  pay- 
ments, or  as  the  case  may  be  in  a  State  that  has  medicaid  for  the  medic- 
ally indigent,  that  level  of  income,  they  automatically  lose  that  en- 
tire benefit  package  at  that  point.  So  there  is  a  disincentive  to  cross  that 
line,  at  least  that  was  the  concern  reflected  in  the  chart. 

We  said  last  year  one  way  to  do  that,  to  eliminate  that  problem,  is 
to  provide  that  the  family  must  pay  some  amount  toward  the  cost  of 
these  benefits  once  they  get  up  to  a  certain  level  of  income,  and  they 
must  pay  an  increasing  amount  for  these  benefits  as  their  income  goes 
up.  That  is  what  we  have  proposed  in  the  family  health  insurance 
plan.  The  Ways  and  Means  Committee  wanted  to  send  over  to  you  a 
bill  that  took  care  of  that  problem  within  its  own  four  corners,  with- 
out waiting  for  the  family  health  insurance  plan,  and  so  they  wrote 
into  the  bill  this  so-called  spend-down  provision.  Under  that  provision, 
as  I  said,  the  device  used  is  not  a  contribution  by  the  family  toward  the 
cost  of  the  health  insurance  coverage  or  the  payment  of  medical  bene- 
fits, but  instead  a  requirement  that  as  family  imcome  goes  up  and  the 
family  actuallv  incurs  medical  expenses,  they  must  absorb  an  increas- 
ing amount  of  those  expenses  before  they  become  eligible  to  have  any 
of  the  bills  paid  for  them.  That  is  the  device  in  H.R.  1  and  that  is  the 
reason,  therefore,  why  the  chart  this  year  for  medicaid  couldn't  be 
the  same  as  last  year. 

65-745—71 19 


280 

Treatment  of  Social  Security  Taxes 

Senator  Hansen.  My  final  question,  Mr.  Chairman,  Mr.  Secretary, 
did  I  understand  you  to  say  or  to  recommend  that  we  should  drop  so- 
cial security  taxes  being  levied  against  welfare  recipients. 

Secretary  Richardson.  No;  not  exactly,  Senator.  I  said  that  we 
didn't  think  that  if  you  purport  to  show  the  combined  effect  of  cash 
receipts  and  economic  benefits  available  to  a  family,  in  other  words, 
if  you  want  your  chart  to  show  both  cash  income  and  such  benefits  in 
kind  as  public  housing  and  so  on,  then  it  was  fair  to  eliminate  the  social 
security  contribution  because  the  dollar  input,  the  deduction  from 
cash,  is  more  than  offset  by  the  value  of  the  benefits  to  which  the  fam- 
ily is  entitled  because  of  the  payments. 

In  other  words,  they  are  getting  something  for  their  money. 

Senator  Hansen.  The  point  you  were  making  was  that  while  they 
would  not  enjoy  these  benefits  to  which  they  are  making  a  contribu- 
tion now  the  time  would  come,  say  20,  30,  40  years 

Mr.  Veneman.  It  could  even  come  sooner,  Senator,  because  there  are 
survivorship  benefits.  If  the  father  or  mother  should  die  and  he  or  she 
were  paying  social  security  they  would  have  an  immediate  benefit. 

Secretary  Richardson.  Disability  benefits  as  well.  So  that  we  say 
if  you  are  cashing  out  economic  values,  showing  them  in  dollars  on  a 
chart,  you  should  consider  that  the  social  security  program  also  has 
a  cash,  value,  current  cash  value,  to  the  family  just  the  way  any  other 
insurance  policy  does,  and  since  that  is  worth  at  least  as  much  as  the 
dollar  contribution  there  is  a  wash  there  and  so  that  it  is  more  realistic 
then  to  eliminate  that  factor  from  the  charts  in  order  to  give  you  a 
better  overall  picture  of  the  family's  economic  situation. 

Senator  Hansen.  I  understand  now  what  you  were  talking  about.  I 
have  no  further  questions,  Mr.  Chairman. 

Training  Welfare  Recipients  to  be  Child  Care  Aides 

The  Chairman.  While  you  are  here,  Mr.  Secretary,  I  would  like  to 
ask  about  one  more  matter  before  we  quit  until  tomorrow.  Under  this 
bill  a  mother  is  not  be  required  to  work  if  she  has  children  under  age 
6,  isn't  that  correct. 

Secretary  Richardson.  Yes. 

The  Chairman.  All  right.  Now,  it  would  seem  to  me  that  we  should 
be  able  to  train  a  lot  of  these  welfare  mothers  to  where  they  would  be 
very  good  helpers  in  child-care  facilities.  If  we  can  establish  good 
child-care  centers  I  would  think  that  some  of  these  mothers,  partic- 
ularly with  some  training,  could  be  very  helpful,  and  would  make  good 
workers.  We  are  planning  to  pay  the  prevailing  wage  for  that  kind  of 
work,  are  we  not  ?  That  is  not  intended  to  be  some  sort  of  sub-minimal 
job,  is  it? 

Secretary  Richardson.  No  ;  I  fully  agree,  Mr.  Chairman,  that  this  is 
both  a  good  way  of  providing  earnings  at  the  prevailing  wage  for  some 
mothers  and  a  good  way  simultaneously  of  providing  day  care  for  the 
children  of  other  mothers,  and  we  are  certainly  for  this. 

The  Chairman.  Now,  the  point  that  impresses  me  about  this  is  that 
a  mother  has  but  one  child,  and  particularly  if  you  offer  her  a  job 
that  pays  at  least  $2  an  hour,  let's  say,  in  a  child-care  center,  if  we 
assume  for  the  sake  of  argument  that  is  the  same  child-care  center 
where  her  child  is  so  that  she  can  be  available  in  the  event  that  the 
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child  trips  on  the  curb  or  something,  to  take,  show  the  child  her  own 
personal  attention,  for  that  type  of  situation,  does  it  make  a  lot  of  sense 
to  say  that  merely  because  the  child  is  less  than  6  years  old,  let's  say 
the  child  is  between  age  three  and  six,  that  that  mother  should  not  be 
expected  to  take  the  job  if  she  can  qualify  in  other  respects? 

Secretary  Richardson.  She  would  not  be  under  those  circumstances 
required  to  register.  On  the  other  hand,  though,  in  practice  I  expect 
that  among  the  younger  mothers  with  children  less  than  six,  quite  a 
few  of  them  would  actually  volunteer  for  work.  A  survey  was  made, 
and  brought  to  my  attention  sometime  ago,  in  Cuyahoga  County, 
Ohio,  in  which  the  ratio  of  mothers  who  wanted  jobs  was  higher 
among  those  who  had  pre-school  children  than  among  those  who  did 
not,  and  so  there  will  undoubtedly  be  a  considerable  number  of  moth- 
ers with  pre-school  children  who  will  volunteer.  A  mother  who  will 
have  an  opportunity  to  gain  both  training  and  child  care  and  put  her 
own  child  in  a  decent  day-care  center  while  earning  $2  an  hour  at  the 
same  time  would  probably  want  to  do  that,  or  at  least  enough  mothers 
would  so  there  would  be  an  ample  supply.  I  doubt  therefore  that  you 
would  have  to  make  it  a  requirement  to  register  in  order  to  enlist 
mothers  for  that  kind  of  j ob. 

The  Chairman.  Well,  there  is  the  other  side  of  the  coin.  Isn't  it  a 
better  Federal  investment,  to  make  child  care  available  to  the  mothers 
of  one  child  first  and  intend  it  only  when  we  have  taken  care  of  those 
mothers  who  would  like  to  work  and  who  have  one  child  ? 

In  other  words,  if  you  take  a  mother  who  has  four  children,  it  is  not 
as  efficient  an  investment  of  Federal  money  as  if  you  have  four  mothers 
available  for  an  employment  opportunity,  each  one  of  which  have 
one  child. 

So  if  you  are  thinking  about  it  from  where  you  get  the  most  mileage 
for  the  Government,  it  is  the  most  efficient  expenditure  where  you  are 
making  the  child  care  available  with  the  mother  for  a  smaller  number 
of  children.  Doesn't  that  make  sense  ? 

Secretary  Richardson.  I  see  what  you  are  driving  at,  Mr.  Chairman. 
But  I  think  the  point  can  be  dealt  with  on  the  basis  of  priorities  for 
day-care  opportunities  without  necessarily  changing  the  work  regis- 
tration requirement  itself.  I  think  it  will  turn  out  in  fact  that  mothers 
of  one  or  two  children,  both  preschool,  will  be  at  the  same  time  the 
mothers  most  anxious  to  and  often  best  qualified  for  the  kind  of  day- 
care center  job  that  you  refer  to. 

The  Chairman.  Well,  Mr.  Secretary,  I  appreciate  what  you  have 
said  here  today.  I  will  submit  to  you  a  suggestion  or  two  as  to  other 
ways  you  might  do  this.  Generally  speaking,  as  you  know,  my  thoughts 
are  that  it  makes  better  sense  to  provide  jobs  and  say  "you  are  not 
eligible  for  welfare  as  long  as  that  job  is  available."  I  will  submit  to 
you  one  or  two  suggestions  of  other  ways  you  might  do  it  and  would 
you  be  kind  enough  to  ask  your  people  to  figure  up  the  cost  estimate 
of  what  it  would  take  ? 

Secretary  Richardson.  We'll  be  glad  to  do  that. 
The  Chairman.  Thank  you  very  much.  We  will  meet  at  10  o'clock 
tomorrow  morning. 

(Whereupon,  at  6:20  p.m.,  the  committee  was  adjourned,  to  recon- 
vene at  10  a.m.,  Tuesday,  August  3, 1971.) 


SOCIAL  SECURITY  AMENDMENTS  OF  1971 


TUESDAY,    AUGUST    3,    1971 

U.S.  Senate, 
Committee  on  Finance, 

Washington,  D.G. 

The  committee  met,  pursuant  to  recess,  at  10 :05  a.m.,  in  room  2221, 
New  Senate  Office  Building,  Senator  Clinton  P.  Anderson  presiding. 

Present:  Senators  Long,  Anderson,  Talmadge,  Hartke,  Byrd  of 
Virginia,  Nelson,  Bennett,  Curtis,  Jordan,  Fannin,  and  Hansen. 

Also  present :  Thomas  Vail,  chief  counsel. 

Senator  Anderson.  The  committee  will  come  to  order. 

Senator  Byrd,  you  are  next. 

Senator  Byrd.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  before  we  get  started  I  might  say  when  I  left  my 
apartment  this  morning  my  wife  said  "I  hope  you  and  Elliot  Richard- 
son get  along  well." 

She  said  "he  is  so  handsome  and  so  charming."  I  said  '  I  certainly 
agree  with  that,  and  very,  very  smart,  too." 

She  said,  "well,  I  hope  he  doesn't  hold  it  against  you  because  you 
are  not  a  Republican,  and  you  don't  call  yourself  Republican." 

I  said  "I  don't  think  he  does." 

But  what  she  had  in  mind  was  we  have  a  Republican  Governor 
who  last  year  said  that  he  thought  I  had  a  fine  record  in  the  Senate, 
making  a  fine  Senator,  but  unless  I  call  myself  a  Republican  he  was 
going  to  eliminate  me  from  the  Senate.  That  has  put  me  in  sort  of  a 
tough  position  to  have  the  Governor  of  my  own  State  say  that. 

But  it  worked  out  all  right,  and  the  Democratic  nominee  called  me 
a  Republican  in  every  speech  he  made,  and  he  made  three  or  four  a  day, 
he  was  very  articulate,  I  never  mentioned  his  name  so  I  can't  remember 
it  this  morning,  but  in  every  speech  he  made  he  called  me  the  Repub- 
lican from  Winchester,  Winchester  being  my  home  town,  so  I  am  not 
adverse  at  all  to  sound  Republican  philosophy. 

As  a  matter  of  fact,  I  have  sort  of  liked  what  in  the  past  has  been 
fiscal  responsibility  which  the  Republican  party  stood  for.  I  don't 
know  whether  now  we  should  use  the  past  tense  or  the  present  tense, 
but  we  will  get  down  to  several  questions  I  would  like  to  ask. 

STATEMENT  OP  HON.  ELLIOT  L.  RICHARDSON,  SECRETARY  OF 
HEALTH,  EDUCATION,  AND  WELFARE;  ACCOMPANIED  BY  JOHN 
G.  VENEMAN,  UNDER  SECRETARY;  ROBERT  M.  BALL,  COMMIS- 
SIONER, SOCIAL  SECURITY  ADMINISTRATION;  HOWARD  NEW- 
MAN, COMMISSIONER,  MEDICAL  SERVICES  ADMINISTRATION; 
STEPHEN  KURZMAN,  ASSISTANT  SECRETARY  (LEGISLATION); 
AND  JAMES  B.  CARDWELL,  ASSISTANT  SECRETARY,  COMPTROL- 
LER— Resumed 

Secretary  Richardson.  Please  assure  your  wife  on  my  behalf, 
Senator  Byrd,  that  I  feel  that  our  colloquies  have  always  been  con- 
structive, and  to  the  point,  and  illuminating  to  the  record,  and  I 

(2S3) 
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certainly  enjoy  the  opportunity  to  try  to  supply  as  well  as  I  can 
answers  to  any  questions  you  may  raise. 
Senator  Byrd.  Thank  you,  sir. 

Total  Cost  or  Welfare  Under  H.R.  1  and  Present  Law 

So  that  we  may  fully  understand  one  another,  I  want  to  repeat  a 
question  which  I  put  to  you  yesterday,  and  your  reply.  Now  the  ques- 
tion was  this.  Assuming  H.R.  1  is  enacted  into  law  by  the  present 
Congress,  what  will  be  the  total  cost  of  the  welfare  program,  that  is 
the  Federal  share  for  fiscal  year  1973.  You  replied  giving  the  figure  of 
$14.9  billion,  plus  $4.5  billion  for  medicaid.  These  are  the  correct  fig- 
ures ;  are  they  not  ? 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Now  let's  take  the  figure  of  $14.9  billion  for  fiscal 
1973.  Is  it  correct  that  H.R.  1  would  be  effective  for  only  half  of  that 
fiscal  year. 

Secretary  Richardson.  The  provisions  for  the  coverage  of  the  work- 
ing poor  would  be  effective  for  only  half  of  the  fiscal  year.  The  rest  of 
the  program  would  be  effective  for  the  full  fiscal  year. 

Senator  Byrd.  Well  now  that  being  the  case,  if  all  of  the  provisions 
of  H.R.  1  should  operate  for  the  full  fiscal  year  1971,  the  total  cost,  I 
assume,  would  be  greater  than  the  $14.9  billion ;  is  that  correct  ? 

Secretary  Richardson.  Yes.  The  cost  would  be  $600  million  more 
had  the  same  provisions  been  in  effect  for  the  whole  year.* 

Senator  Byrd.  Now,  what  will  be  the  total  cost  of  the  welfare  pro- 
gram, that  is  the  Federal  share  for  fiscal  1972,  the  current  year,  under 
the  current  program  ? 

Secretary  Richardson.  About  $11  billion,  Senator  Byrd. 

By  the  way,  I  would  like  the  record  to  show,  Mr.  Chairman,  that 
seated  with  me  at  the  witness  table  is  the  Assistant  Secretary,  Comp- 
troller of  HEW,  Mr.  James  Bruce  Cardwell.  I  asked  him  to  come  up 
today  because  he  is  the  most  familiar  with  budgetary  data  of  the  De- 
partment, and  so  that  some  questions  that  I  might  not  be  able  to  answer 
could  be  answered  immediately. 

Senator  Byrd.  That  is  fine. 

You  say  the  total  cost  for  fiscal  1972  under  the  current  program  will 
be  how  much  more  ? 

Secretary  Richardson.  About  $11  billion,  is  that  correct? 

Mr.  Cardwell.  Yes,  sir.  The  $11  billion  figure  is  the  figure  that  is 
represented  in  the  President's  budget  as  submitted  to  Congress  last 
January. 

A  review  of  the  projected  costs  for  the  program  in  1972  that  was 
made  in  May  would  raise  that  figure  by  about  $1  billion.  It  could  range 
as  high  as  $12  billion  by  the  time  all  of  the  final  reports  are  in,  but  the 
budget  that  was  presented  to  Congress  for  fiscal  year  1972  calls  for  $11 
billion  and  $79  million. 

Secretary  Richardson.  However,  may  I  point  out  further,  Senator 
Byrd,  that  to  make  that  figure  comparable  to  the  $14.9  billion  it  would 


*The  Department  subsequently  informed  the  committee  that  the  §600  million  figure  does 
not  include  a  food-stamp  offset  of  $300  million,  so  that  the  net  increase  would  be  i?300 
million. 
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be  necessary  to  add  $2.4  billion  for  food  stamps  since  H.R.I  would  sup- 
plant food  stamps  with  cash.  The  cash  total  for  the  substitution  of 
food  stamps  is  included  in  the  $14.9  billion.  The  $11  billion  obviously 
does  not  include  the  Federal  cost  of  food  stamps  m  their  present  form 
under  the  program  administered  by  the  Department  of  Agriculture. 
So  to  get  a  comparable  figure  you  would  need  to  add  the  $2.4  billion 
to  theto$ll  billion,  which  would  bring  you  to  $13.4  billion. 

Senator  Byrd.  Are  not  the  food  stamps  included  in  the  $11  billion  i 

Secretary  Richardson.  No,  that  is  not  an  HEW  program;  it  is  not 
considered  part  of  our  welfare  administration  as  such.  There  is  also 
another  amount  for  WIN  training,  which  is  administered  by  the 
Department  of  Labor,  and  which  would  be  absorbed  into  H.R,  1, 
but  is  not  included  in  the  $11  billion  total  either.  It  is  on  the  order 
of  $75  to  $100  million. 

Senator  Byrd.  I  believe  this  is  going  to  take  a  little  longer  than  1 
had  anticipated. 

The  table  in  the  committee  print,  Welfare  Programs  for  I  amities 
under  the  Current  Law,  has  $2.4  billion  for  food  stamps.  "Under 
H.R.  1  it  has  $1  billion  for  food  stamps.* 

Mr.  Veneman.  Could  you  repeat  that,  Senator. 

Senator  Btrd.  Yes,  it  is  on  page  15  if  you  want  to  look  at  it,  Wel- 
fare programs  for  families  dated  July  21,  1971.  Under  the  current 
law  it  has  a  figure  of  $2.4  billion  for  food  stamps. 

Secretary  Richardson.  Yes.  That  is  the  figure  I  said  would  have 
to  be  added  to  the  $11  billion  to  make  the  total  under  current  law 
in  the  current  fiscal  year  comparable  to  the  total  for  H.R.  1. 

Senator  Byrd.  In  reply  to  my  question  what  will  be  the  total  cost 
of  the  welfare  program,  that  is  the  Federal  share;  for  the  current 
fiscal  year  you  gave  a  total  of  $11  billion  plus  $2  billion  for  food  stamps 

cash  out. 

Secretary  Richardson.  I  think,  Senator  Byrd,  the  $11  billion  total 
you  are  looking  on  page  15,  chart  7,  did  include  medicaid. 

Senator  Byrd.  But  your  $14.9  billion  did  not  include  medicaid. 

Secretary  Richardson.  Well,  can  we  get  established  that  the  current 
law  minus  medicaid 

Senator  Byrd.  That  was  going  to  be  my  next  question  as  to  what 
will  be  the  medicaid  costs  for  fiscal  1972. 

Secretary  Richardson.  $3,384,000,000. 

Senator  Byrd.  $3.3  billion. 

Secretary  Richardson.  Almost  $3.4  billion;  it  is  $3,384  billion, 
rounded  off,  $3.4  billion. 

Senator  Byrd.  I  have  gotten  three  different  figures  here.  What  are 
the  final  figures  ? 

Secretary  Richardson.  For  medicaid  for  fiscal  1972  the  total  is 
$3,384  billion.  Let  me  give  you,  Senator,  the  totals  for  fiscal  year  1972 : 
for  income  maintenance  $6,604  billion ;  for  medicaid  $3,384  billion ;  For 
social  services,  in  matching  by  the  Federal  Government  of  State  ex- 
penditures $1,091  billion,  which  produces  the  total  of  $11,079  billion* 

**See  opp.  C,  p.  433. 
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the  total  Mr.  Card  well  gave  you  for  Federal  expenditures  for  the  wel- 
fare program,  including  medicaid,  in  fiscal  1972. 

Senator  Byrd.  Now  we  have  got  it. 

Secretary  Richardson.  In  some  respects  the  totals  shown  on  chart 
7  are  not  comparable.  In  the  first  place  medicaid  is  not  included.  In 
the  second  place  there  is  no  figure  for  social  services. 

Senator  Byrd.  You  see  my  whole  purpose  is  trying  to  get  compara- 
ble figures. 

Secretary  Richardson.  I  understand. 

Senator  Byrd.  Now  we  are  making  a  little  progress  here,  I  think. 
Let  me  restate  it,  The  total  cost  of  the  welfare  program  which  you  gave 
me  when  I  queried  vou  in  regard  to  1973  you  put  the  total  cost  at 
$14.9  billion,  and  then  you  gave  a  separate  cost  for  medicaid  of  $4.5 
billion. 

Secretary  Richardson.  Well,  I  would  like  to  make  one  clarifying 
point,  Senator.  The  total  I  gave  you  for  fiscal  1973,  $14.9  billion,  is 
the  total  cost  under  H.R.  1. 

Senator  Byrd.  That  is  correct. 

Secretary  Richardson.  This  includes  a  number  of  other  expendi- 
tures, as  you  will  see  on  chart  7. 

Senator  Byrd.  I  understand. 

Secretary  Richardson.  Some  of  these  other  expenses  are  not  in- 
cluded in  the  HEW  budget  for  fiscal  year  1972  we  have  been 
discussing. 

Senator  Byrd.  I  understand. 

Secretary  Richardson.  This  is  true  of  expenditures  for  child  care, 
training,  public  service  jobs,  social  services,  and  administration. 

Senator  Byrd.  I  understand.  I  want  to  get  the  total  cost  of  the  wel- 
fare program,  leaving  out  medicaid,  total  cost  of  the  welfare  program 
for  fiscal  1972  under  the  current  program,  as  I  get  that  I  understand 
that  figure  to  be  $9.6  billion. 

Secretary  Richardson.  I  am  not  sure  I  understand  what  the 

Senator  Byrd.  Well,  you  give  the  figure  now,  you  give  me  what  the 
total  cost,  leaving  out  medicaid,  is. 

Secretary  Richardson.  If  you  add  together  maintenance  payments 
and  services  you  get  $7  billion  plus. 

Senator  Byrd.  All  right, 

The  total  cost  then  is  $7  billion  what. 

Secretary  Richardson.  You  get  $7.7  billion ;  $7,695  million. 

Senator  Byrd.  Or  $7.7  billion. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Is  that  the  total  cost,  that  is  the  Federal  share  for 
fiscal  1972  under  the  current  program  exclusive  of  medicaid  ? 

Secretary  Richardson.  Exclusive  of  medicaid  and  food  stamps. 

Senator  Byrd.  And  food  stamps,  amount  to  how  much  ? 

Secretary  Richardson.  About  $2.4  billion.  The  only  food  stamp 
fio-ure  I  have  is  the  1973  figure  of  $2.4  billion.  I  am  corrected,  we  do 
have  a  figure  for  fiscal  1972.  It  is  $2.3  billion. 

Senator  Byrd.  $2.3  billion.  That  makes  a  total  then  of  $10  billion, 
plus  $3.4  billion  for  medicaid ;  is  that  correct  ? 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Now  we  are  ready  to  proceed  to  the  next  question. 

Secretary  Richardson.  Yes,  sir. 
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Senator  Byrd.  So  we  have  established  the  costs  for  fiscal  1972  at 
$10  billion  for  welfare  plus  $3.4  billion  for  medicaid. 
Secretary  Richardson.  Yes. 
Senator  Byrd.  I  assume  you  have  begun  working  on  the  1973  budget ; 

have  you  not  ? 

Secretary  Richardson.  Just  beginning. 

Senator  Byrd.  Are  you  basing  the  budget  on  the  enactment  oi 

H  R  1? 

Secretary  Richardson.  We  will  have  to  show  in  the  budget,  as  we 
did  in  1972,  the  cost  of  beginning  the  administration  of  H.R.  1; 
yes.  I  am  not  sure  at  this  point  whether  we  will  also  show  alternative 
projections  under  current  law. 

Senator  Byrd.  All  right. 

Total  Budget  for  Department 

Now  yesterday  I  asked  for  certain  figures  which  you  very  kindly 
supplied.*  Now  I  need  to  get  an  understanding  of  these  figures,  lhe 
total  HEW  budget  in  response  to  a  question  from  me  yesterday,  you 
put  the  total  HEW  with  budget  for  fiscal  year  1972  at  $<7  billion. 
Secretary  Richardson.  Yes. 

Senator  Byrd.  The  figure  on  the  sheet  of  paper  supplied  to  me  gives 
at  $75.7  billion,  a  difference  of  a  little  over  a  billion  dollars.  Which 
is  the  accurate  figure?  _  ,     .,.';* 

Secretary  Richardson.  $75.7  billion  is  the  budget  as  submitted  by 
the  President.  He  has  already  signed  the  education  appropriations 
bill  which  was  about  $500  million  over  the  budget.  The  Senate  passed 
unanimously  a  few  days  ago  a  health  and  welfare  appropriations  bil» 
of  more  than  a  billion  dollars  over  the  budget  which  would  be  a  billioD 
and  a  half.  I  am  not  assuming,  I  might  say  at  the  moment,  that  the 
health  and  welfare  appropriations  bill  will  become  law  in  that  amount, 
but  in  order  to  give  you  an  immediate  answer  to  the  order  of  magni- 
tude of  our  appropriations  for  fiscal  year  1972  I  made  a  guess  at  what 
the  ultimate  increases  might  be.  _ 

Senator  Byrd.  So  the  $77  billion  figure  should  be  used  rather  than 
the  $75.7  billion. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Now  you  give  a  social  security  figure  or  ^u  gave 
yesterday  a  social  security  figure  including  medicare  of  $45  billion, 
and  now  this  sheet  shows  $53  billion.  . 

Secretary  Richardson.  I  think  the  $45  billion  figure  was  given  to 
you  in  answer  to  a  question  as  to  the  total  for  the  current  fiscal  year 

Senator  Byrd.  Well,  that  is  what  I  am  speaking  of  the  current 
fiscal  year,  fiscal  1972. 

Secretary  Richardson.  I  am  sorry,  I  meant  fiscal  1971. 

The  $53  billion  figure  is  the  total  for  1972. 

Senator  Byrd.  The  $53  billion  is  the  correct  figure  for  1972  and  not 
the  $45  billion? 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Now  for  fiscal  1971  you  gave  me  yesterday  a  figure 
of  $70  billion,  but  this  sheet  shows  $66.6  billion. 

♦See  page  249. 
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Secretary  Richardson.  I  was  off  to  that  extent.  I  didn't 

Senator  Byrd.  $66.6  is  the  correct  figure  j  is  it  ? 

Secretary  Richardson.  Yes. 

Senator  Byrd.  $66.6  billion. 

Now,  yesterday  you  gave  me  the  figure  for  fiscal  1971  for  social 
security  and  medicare  of  $40  billion.  The  sheet  shows  $47.5  billion 
Now,  which  is  the  correct  figure  ? 

Secretary  Richardson.  $47.5  is  correct. 

Senator  Byrd.  In  regard  to  the— and  I  am  referring  now  to  the 
sheet  which  you  submitted  in  response  to  my  inquiry— social  security 
budget  is  the  wording  on  the  sheet. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Of  those  figures,  what  part  of  those  figures  repre- 
sents benefit  payments  to  individuals  ? 

Secretary  Richardson.  Well,  practically  all  except  for  the  adminis- 
trative costs,  which  are  about  2.5  percent,  about  a  billion  dollars  out 
of  the  total  of  $53  billion. 

.    Senator  Byrd.  I  see,  so  practically  all  represents  payment  to  the 
individuals. 
Secretary  Richardson.  Yes. 

Discrepancy  in  Department  Employment  Figures 

Senator  Byrd.  I  notice  in  regard  to  the  number  of  employees,  you 
have  been  able  to  make  a  reduction  in  the  number  of  employees,  and 
I  certainly  want  to  commend  you  and  your  associates  for  that  but  in 
what  area  were  the  reductions  made  mostly  ? 

Secretary  Richardson.  I  would  like  to  ask  Mr.  Cardwell  to  respond 
to  that. 

Mr.  Cardwell.  I  would  like  to  clarify  those  figures,  Senator  Byrd. 

I  assume  you  are  referring  to  the*117,000  figure  shown  for  fiscal 
year  1968. 

Senator  Byrd.  That  is  right. 

Mr.  Cardwell.  Contrasted  with  the  102,000  shown  for  fiscal  year 
1972.  J 

Senator  Byrd.  Yes. 

Mr.  Cardwell.  The  117,000  represents  the  total  number  of  positions 
that  our  department  was  authorized  to  employ  for  fiscal  year  1968. 
Actual  employment,  though,  has  been  running  behind  authorized 
strength  as  the  result  of  a  presidential  policy,  which  began  at  the  close 
of  the  last  administration  and  has  carried  into  this  administration, 
which  has  attempted  to  hold  end-of-year  employment;  102,000  repre- 
sents actual  end-of-year  employment  proiected  for  this  fiscal  year. 

The  difference  would  show  up  in  just  about  every  part  of  the  de- 
partment, ranging  from  the  Social  Security  Administration,  the  larg- 
est employer  in  the  department. 

Senator  Byrd.  Are  we  talking  about  apples  and  oranges  here  ? 

Mr.  Cardwell.  A  little  bit,  I  am  afraid. 

Senator  Byrd.  That  is,  the  whole  purpose  of  this  discussion  is,  to 
try  to  get  the  apples  separated  from  the  oranges.  If  we  are  not  dealing 
with  comparable  figures  they  are  not  very  meaningful. 
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Mr.  Cardwell.  The  figure  apparently  was  compiled  by  reviewing 
the  past  budgets,  and  that  is  what  the  budgets  actually  showed.  I 
would  be  glad  to  give  you  a  comparable  end  of  year  actual  employ- 
ment figure  year  in,  year  out  and  that  would  be  a  better  figure  for 
comparison.  . 

Senator  Byrd.  I  think  it  would,  because  if  we  are  using  two  different 
criteria  we  don't  come  up  with  very  meaningful  answers. 

Mr.  Cardwell.  Yes,  sir. 

Secretary  Richardson.  Can  you  tell  from  this  what  years  do  show 
the  actual  end  of  year  total  ? 

Mr.  Cardwell.  Just  looking  at  the  totals  the  fiscal  year  19^1  figure 
is  end  of  year,  and  I  think  the  fiscal  year  1970  figure  is  end  of  year. 
I  am  not  sure  about  fiscal  year  1969  and  earlier.  I  would  have  to 
doublecheck  them. 

Senator  Byrd.  Well,  anyway,  you  will  endeavor  to  get  them  the 
number  of  employees. 

Mr.  Cardwell.  The  number  of  employees  actually  on  the  rolls  as  of 
the  end  of  the  fiscal  year  in  question,  I  think,  is  the  best  figure  to  use. 

Senator  Byrd.  Yes ;  that  would  be  fine  if  you  would  do  that. 

(The  information  follows:) 

TOTAL  FULL-TIME  PERMANENT  EMPLOYMENT,  END  OF  YEAR 

Fiscal  year  Total,  HEW  Total,  SSA 

1Qfio  .  72,128  34,539 

itli— " "•- / 76,264  35,465 

]llt "" 79,545  36,675 

1954 -.--  ; ; ..       81,324         36,575 

\ill " .  91,921  44,635 

iZfi ---" ""  104,092  48,246 

19b/ 1Q2  1()2  54)19? 

19b8 -- ___  1Q2  43g  51107 

1Q7H " --  lOU  492  50,395 

1971  estimated \n   \m  52  847 

1972  estimated - - 101,189  ^    ' 

Senator  Byrd.  Did  you,  in  fact,  reduce  the  number  of  employees 
or  just  not  fill  the  vacancy. 
Mr.  Cardwell.  The  latter. 
Senator  Byrd.  In  other  words,  you  didn't  go  to  the  full  authorized 

strength. 

Air.  Cardwell.  That  is  right,  sir. 

Senator  Byrd.  But  actually  you  did  not  reduce  the  number  o± 
employees. 

Mr.  Cardwell.  Essentially  that  is  correct,  sir.  There  may  be  a  lew 
isolated  instances  where  this  policy  forced  reduction  but  as  a  general 
proposition,  you  are  right. 

Increase  in  Number  of  Department  Employees  Needed  to 

Administer  TI.R.  1 

Senator  Talmadge.  Will  the  Senator  from  Virginia  yield  at  that 
point.  Do  I  understand  the  answer  to  be  that  if  H.R.  1  is  passed  you 
will  reduce  your  Federal  employees  handling  this  act. 

Mr.  Cardwell.  No,  sir ;  definitely  not. 

Senator  Talmadge.  There  would  be  a  substantial  increase. 

Mr.  Cardwell.  Yes,  sir. 
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Status  op  State  Welfare  Personnel  if  H.R.  1  Were  Enacted 

Senator  Talmadge.  Does  that  also  contemplate  taking  all  of  the 
State  personnel  that  elect  Federal  administration  into  the  Department 
of  HEW. 

Secretary  Richardson.  Let  me  respond  to  that,  Senator  Talmadge. 
We  have  been  working  for  quite  a  long  time,  since  before  last  year's 
hearings,  on  trying  to  work  out  with  State  welfare  departments,  with 
their  employee  representatives  and  with  the  U.S.  Civil  Service  Com- 
mission, the  terms  and  conditions  under  which  State  employees  would 
be  transferred  to  the  administration  of  eligibility  and  income  main- 
tenance payments  under  this  proposed  program. 

It  is  expected  that  the  State  employees  who  have  had  experience 
with  the  payments  side  of  welfare  administration  would,  in  most  in- 
stances, be  offered  jobs  in  the  new  Federal  program.  This  would  not  be 
a  guaranteed  offer  because  we  believe  that  we  can  administer  this  pro- 
gram, notwithstanding  the  larger  numbers  of  people  receiving  pay- 
ments, with  a  smaller  total  number  of  employees  than  are  presently 
engaged  in  the  State  and  local  welfare  departments  in  handling  pay- 
ments and  eligibility  determinations. 

The  approximate  number  of  the  State  and  local  people  doing  this 
now  in  the  case  of  AFDC  is  70,000.  An  additional  number,  handles  the 
adult  categories. 

We  think  that  as  a  result  of  the  use  of  automated  technological 
means  of  handling  the  relevant  data,  and  so  on,  that  we  can  admin- 
ister the  program  with  somewhat  fewer  employees. 

Senator  Talmadge.  How  many  less  ? 

Secretary  Richardson.  I  have  here  a  short  statement  which  I  could 
insert  on  these  total  numbers  from  Mr.  Montgomery,  the  director  of 
welfare  reform  planning. 

(The  statement  follows:) 

Number  of  Employees  Required  for  Income  Maintenance   (Families) 

Under  H.R.  1 

purpose 

This  relates  estimated  personnel  requirements  for  administering  income  main- 
tenance for  families  under  H.R.  1,  to  the  present  and  projected  personnel  re- 
quired for  State  and  local  income  maintenance  administration  of  the  present 
AFDC  program. 

TEXT    OF    THE    INFORMATION 

As  far  as  can  be  determined  from  existing  State  data  approximately  70.000 
State/local  employees  are  required  for  the  income  maintenance  functions  of 
AFDC  caseload  with  an  additional  10,000  involved  in  assistance  payments  to  the 
adult  categories.  We  presently  estimate  that  some  65,000  employees  will  be  re- 
quired for  the  family  portions  of  H.R.  1 ;  the  requirements  of  SSA  for  the  greatly 
increased  adult  rolls  are,  of  course,  in  addition  to  this.  Were  it  not  for  increased 
efficiency  and  economies  of  scale  we  hope  to  achieve,  our  estimated  requirement 
would  be  much  higher. 

The  States  are  estimating  about  a  40  percent  increase  in  the  AFDC  caseloads 
between  fiscal  year  1971  and  1973.  As  there  is  a  close  relationship  between  case- 
loads and  the  number  of  employees  in  income  maintenance,  by  the  end  of  1973  the 
States  would  quite  likely  require  nearly  100,000  employees  to  administer  AFDC 
under  existing  legislation.  The  Federal  agency  under  H.R.  1,  will,  of  course,  have 
the  new  workload  of  the  working  poor  in  addition. 

Secretary  Richardson.  Would  you  like  any  further  information 
on  it  ? 
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Senator  Talmadge.  How  many  of  the  70,000  State  employees  would 
you  assume  would  become  Federal  employees  if  the  State  elects  to 
have  Federal  administration.  I  assume  most  of  them  would.  It  would 
save  their  cost  of  administration. 

Secretary  Richardson.  I  didn't  have  a  moment  ago  when  I  was  an- 
swering the  question  earlier  the  number  of  State  employees  involved 
in  assistance  payments  in  the  adult  categories.  This  is  another  10,000, 
so  that  the  total  of  State  and  local  employees  involved  in 
assistance  payments  is  about  80,000.  We  presently  estimate s  that  some 
65,000  employees  will  be  required  for  the  family  portion  of  H.R.  1.  We 
don't  have  an  estimate  for  the  adult  category  but  one  might  suppose 
it  was  also  somewhat  less  than  the  current  State  total  because  of  the 
opportunity  for  increased  efficiencies  and  economies  of  scale.  This  is 
notwithstanding  that  the  States  are  estimating  about  a  40  percent  in- 
crease in  the  AFDC  caseloads  between  fiscal  year  1971  and  fiscal  year 
1973.  As  there  is  a  close  relationship  between  caseloads  and  the  num- 
ber of  employees  in  income  maintenance,  by  the  end  of  1973  the  States 
will  quite  likely  require  nearly  100,000  employees  to  administer  A*  -DC 
under  existing  legislation.  The  Federal  agency  under  H.R.  1  will,  of 
course  have  the  new  work  load  of  the  working  poor  in  addition.  So  we 
anticipate  that  we  would  be  able  to  administer  H.R.  1  with  under  75,000 
Federal  employees,  which  represents  about  three  quarters  of  the  pre- 
lected total  under  current  law  of  a  hundred  thousand  State  and  local. 

Senator  Talmadge.  Then  you  would  estimate  about  25,000  State 
employees  would  lose  their  job  under  this  transition. 

Secretary  Richardson.  Some  of  them  might  be  absorbed  by  the 
State  in  the  process  of  administering  the  services  responsibilities  they 
now  have  which  could  be  expected  in  the  ordinary  course  also  to  ex- 
pand somewhat  in  the  meanwhile.  But  I  don't  have  any  projection  of 
iust  how  that  would  workout.  .   .     ,        ■  ,-,• 

Senator  Talmadge.  I  thank  the  Senator  from  Virginia  for  yielding. 

Senator  Byrd.  I  thank  the  Senator. 

Misleading  Employment  Figures 

Mr  Secretary,  it  seems  to  me  that  this  dramatizes  the  importance  of 
these  meetings.  It  takes  your  time  and  it  takes  the  committee  s  time 
but  I  think  it  is  important  because  this  chart  you  submitted  to  me 
would  indicate  that  there  had  been  a  reduction  of  some  15,000 
employees  when  the  testimony  has  been  there  has  been  no  reduction  ot 
the  number  of  employees.  , 

Secretary  Richardson.  There  has  been  a  reduction,  Senator  Byrd. 
The  reduction  is  somewhat  less  dramatic  than  it  looks  because  it  turns 
out  that  the  117,000  figure  is  not  entirely  comparable  with  the  102,000. 

Senator  Byrd.  We  are  not  even  sure  the  other  figures  are  compar- 

Secretary  Richardson.  But  if  you  take  the  3  years  of  this  adminis- 
tration starting  with  1970,  and  the  108,000  year  end  figure,  Mr.  Card- 
well  thinks  that  these  three  figures  are  comparable,  so  you  do  see  a 
reduction  of  6,000  in  those  3  years.  . 

Senator  Byrd.  I  have  already  complimented  you  on  it  and  I  certain- 
ly am  not  going  to  withdraw  the  compliment,  but  I  do  think  it  is 
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important  we  have  the  figures  accurate  which  are  submitted  to  the 
committee  and  on  a  comparable  basis. 

Secretary  Richardson.  You  are  quite  right.  I  am  sorry  that  they  are 
not  but  they  will  be. 

Senator  Bykd.  That  is  all  right.  I  understand  then,  I  will  discard 
all  of  these  figures  in  regard  to  HEW  employees  and  you  will  submit 
new  figures  in  that  regard. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Thank  you. 

HEW  Budget 

Let  me  get  an  understanding  of  this  budgetary  situation. 

Take  the  fiscal  year  1972.  On  this  sheet  your  total  HEW  budget  is 
$77  billion  and  your  social  security  will  be  $53  billion  so  that  leaves  a 
difference  of  $24  billion. 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Now  that  $24  billion  represents  all  of  the  other  ex- 
penditures of  the  department ;  is  that  correct  ? 

Secretary  Richardson.  Yes,  including  the  total  amount  of  federal 
share  of  welfare  payments  which  turned  out  to  be  $11  billion  including 
medicaid.  So  if  you  take  the  $11  billion  of  the  $24  billion  vou  have 
$13  billion  for  all  other  HEW  functions. 

Senator  Byrd.  Now,  this  figure  I  am  going  to  mention  in  a  moment 
I  am  taking  from  memory  and  I  may  be  in  error  on  it,  one  of  the  mem- 
bers of  the  appropriations  committee  I  understood  him  to  say  that  the 
HEW  budget,  leaving  out  social  security  now,  was  $21  billion  plus  $7 
billion  for  education  or  would  education  be  included  in  that  $21  billion. 

Secretary  Richardson.  Yes.  Just  to  restate  what  I  said  a  moment 
ago,  if  you  start  out  with  $77  billion,  if  you  take  out  $53  billion,  as  the 
social  security  budget,  that  leaves  $24  billion.  If  you  subtract  $11  bil- 
lion for  welfare  including  medicaid,  from  the  $24  billion  you  get  $13 
billion,  and  the  $13  billion  includes  everything  else,  and  education  is 
one  of  the  things  included. 

Senator  Byrd.  Weil  now,  with  a  $77  billion  budget  that  would  mean 
that  your  department  would  have  the  largest  budget  of  any  depart- 
ment of  Government,  including  Defense,  would  it  not  ? 

Secretary  Richardson.  Yes. 

Total  Vv'elfare  Costs  in  Prior  Years 

Senator  Byrd.  Let's  get  down  to  another  question  that  I  asked  and  I 
refer  to  the  sheet  presented  to  me,  and  I  asked  for  the  total  welfare 
costs,  which  is  to  say  the  Federal  share  of  the  welfare  program,  begin- 
ning in  fiscal  year  1962. 

Now  the  sheet  that  was  supplied  me,  it  says  Federal  cost  of  mainte- 
nance payments  including  medical  assistance.  Is  that  the  total  cost  of 
welfare? 

Secretary  Richardson.  I  am  sorry,  the  bottom  line  of  the  sheet  you 
were  looking  at  is  captioned  Federal  costs  of  maintenance  payments, 
including  medical  assistance. 

Senator  Byrd.  Right. 
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Secretary  Richardson.  The  reason  that  shows  as  $10  billion  in  fiscal 
1972  is  that  the  total  does  not  include  the  social  services  figure  we  gave 
you  earlier  of  a  billion  dollars. 

Senator  Byrd.  There  again,  Mr.  Secretary,  I  have  been  trying  to 
stress  the  word  ''total"  beginning  yesterday.  I  think  every  statement 
I  made  I  said  total  costs.  I  am  anxious  to  know  whether  this  $2.4  bil- 
lion— go  back  to  19G2,  just  as  a  starting  point,  I  am  anxious  to  know 
whether  $2.4  billion — is  the  total  cost,  the  total  cost,  of  welfare,  in- 
cluding since  you  have  got  it  this  way,  I  didn't  have  it,  but  since  you 
have  got  it  this  way,  including  medical  assistance. 

Secretary  Richardson.  It  is,  as  the  caption  shows,  the  total  Federal 
share  of  payments  to  individuals,  plus  the  total  Federal  share  of 
medicaid. 

Senator  Byrd.  Is  that  the  total  cost  ? 

Secretary  Richardson.  It  does  not  include  social  services  and  to  give 
you  the  total  Federal  share  of  all  welfare  expenditures  it  would  have 
to  add  social  services. 

Senator  Byrd.  Well,  what  we  are  trying  to  do  is  to  get  the  total  cost 
of  the  program,  but  this  doesn't  give  it  to  us. 

Secretary  Richardson.  Well,  let's  add  that.  We  simply  misunder- 
stood the  question  in  responding  to  you 

Senator  Byrd.  Yes. 

Secretary  Richardson.  W"e  can  give  you  that  in  a  substituted  form. 
But  to  give  you  some  idea  of  the  order  of  magnitude  involved  this 
would  require  the  addition  of  a  billion  dollars  to  the  last  figure  of 
$10  billion,  so  if  you  figure  a  10-percent  add-on  all  the  way  across 
the  bottom  you  would  get  about  the  order  of  magnitude  but  we  will 
give  you  the  exact  figures. 

Senator  Byrd.  I  am  sure  it  was  my  fault  for  not  making  n^self 
clear  but  I  think  if  I  can  make  it  clear  what  I  would  like  to  get  are 
the  totals,  not  totals  minus  this,  totals  minus  something  else,  totals 
minus  something  else.  I  would  like  to  get  the  total  figure. 

I  can't  comprehend  all  of  these  other  figures.  I  am  not  as  smart 
as  some  other  people. 

Secretary  Richardson.  Well,  I  think  it  has  been  useful  in  pointing 
out  the  problem  inherent  in  determing  exactty  what  is  intended  to 
be  covered.  There  are — would  you  like  also  to  see  another  line  showing 
food  stamps  ? 

Senator  Byrd.  I  just  want  the  total  costs  of  the  program. 

Secretary  Richardson.  Well,  that  isn't  of  course  under  "the  pro- 
gram." Food  stamps  are  not  administered  by  HEW. 

On  the  other  hand,  in  order  to  determine  to  comparable  costs  of  the 
welfare  reform  bill  it  is  necessary  to  include  food  stamps  because  H.R. 
1  would  eliminate  food  stamps  for  the  people  covered,  and  so,  there- 
fore, in  order  to  get  a  real  comparison  it  would  be  necessary  to  include 
food  stamps,  and  it  would  also  be  necessary  to  include  the  cost  of  the 
Labor  Department  of  administering  the  WIN  program,  which  is 
currently  around  $100  million.  Only  after  these  add-ons  do  you  really 
get  comparable  figures.  However,  the  latter  two,  the  food  stamps  and 
the  Labor  Department  expenditures  for  WIN,  are  not  part  of  the 
"welfare  program,"  reimbursed  by  HEW  under  the  Social  Security 
Act. 
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Senator  Btrd.  Well,  if  you  want  to  put  the  food  stamps  separate 
that  is  all  right  but  what  I  am  anxious  to  get  is  how  much  it  is 
costing  the  taxpayers  in  each  of  these  years  for  welfare. 

Secretary  Richardson.  I  understand.  We  will  add  in  the  Federal 
funds  for  the  matching  of  social  services  and  administration  and  in- 
clude that  in  the 

Senator  Btrd.  I  will  discard 


Secretary  Richardson.  We  have  another  sheet  here,  Senator,  also 
prepared  yesterday. 

Senator  Byrd.  Am  I  to  understand  then  that  I  should  discard  the 
table  I  now  have  ? 

Secretary  Richardson.  We  do  have  a  sheet  here  which  does  show 
medicaid  and  social  services  for  all  of  these  years,  1962  through  1972 
and  the  totals  are  for  1962  $2,402  million ;  not  for  all  of  the  years,  the 
next  year  is  1965,  $3,189  million;  1967,  $4,170  million. 

Senator  Btrd.  I  think  that  is  the  same  as  I  have  got  here.  But  as  I 
understand  it  those  figures  need  to  be  discarded,  do  they,  or  are  they 
the  accurate  figures. 

Secretary  Richardson.  These  are  the  accurate  figures. 

Senator  Btrd.  All  right.  Those  are  the  figures  to  answer  my 
question. 

Secretary  Richardson.  The  last  several,  these  figures  answer  your 
question ;  1967  on  it  omits  some  years. 

Senator  Btrd.  Let  me  read  you  what  I  have  got  and  you  can  verify 
whether  they  answer  my  question  for  the  total  cost  of  welfare;  1962, 
$2.4  billion,  I  am  rounding  them  off ;  1963,  $2.6  billion ;  1964,  $2.8  bil- 
lion; 1965,  $3  billion;  1966,  $3.5  billion;  1967,  $4.2  billion;  1968,  $5.1 
billion ;  1969,  $6  billion ;  1970,  $6.6  billion ;  1971,  $8.4  billion ;  1972,  $10 
billion. 

Secretary  Richardson.  There  are  several  of  those,  the  latter  years, 
do  not  include  services. 

Senator  Btrd.  Well,  would  you  submit  me  another  statement,  if  you 
will,  would  that  be  the  simplest  way  to  do  it  ? 

Secretary  Richardson.  Yes. 

Senator  Btrd.  Submit  me  another  statement  as  to  what  the  accurate 
figures  are.  I  have  no  idea  what  the  accurate  figures  are.  I  am  just  ask- 
ing for  information. 

Secretary  Richardson.  I  understand.  Just  to  give  you  some  figures, 
for  the  moment,  the  figures  for  1970, 1971,  and  1972,  with  the  addition 
of  services  the  total  for  1970  is  $7.5  billion ;  for  1971,  $9.7  billion ;  for 
1972,  $11.1  billion. 

Senator  Btrd.  As  I  understand  then  you  will  submit  me  a  revised 
statement  ? 

Secretary  Richardson.  Yes. 

(The  information  follows:) 
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Earnings  Limitation  Under  Social  Security 

Senator  Btrd.  Mr.  Secretary,  when  it  comes  to  requiring  people  un- 
der welfare  to  work,  I  note  that  the  social  security  law  is  designed  to 
discourage  people  from  working. 

If  they  earn  more  than  $1,680  a  year  their  social  security  check  is 
reduced.  How  can  I  tell  a  social  security  recipient  who  wants  to  work 
that  he  can  t  while  at  the  same  time  we  are  trying  to  tell  a  welfare 
recipient  that  he  must. 

Secretary  Richardson.  There  is  a  provision  in  the  bill  which  does 
provide  two  changes  that  provide  more  encouragement  and  opportu- 
nity for  work  for  social  security  beneficiaries.  The  $1,680  has  been  in- 
creased to  $2,000. 

Senator  Byrd.  Well,  substitute  the  $2,000  for  the  statement  I  made 
a  moment  ago  and  how  do  we  justify  that. 

Secretary  Richardson.  Beyond  that,  though,  the  benefits  are  re- 

U(ie^loJne^CUrrent  law  b^  $1  for  each  $2  of  earnings  between  $1,680 
and  $2,880.  For  any  earnings  above  $2,800  the  benefits  are  reduced  dol- 
lar for  dollar. 

Under  the  bill  there  would  be  a  $1  reduction  for  each  $2  of  all  earn- 
ings above  $2,000.  There  would  be  $1  for  $1  reduction  as  under  present 

Also  in  the  year  in  which  a  person  attains  age  72  his  earnings  in  and 
after  the  month  m  which  he  attains  72  would  not  be  included  as  under 
present  law  m  determining  his  total  earnings  for  the  year 

Senator  Byrd.  I  think  the  charts  yesterday  labeled  Wilmington, 
Chicago,  and  New  York  and  under  the  questicn  of  the  Senator  from 
Nebraska  Mr  Cur  is  and  the  Senator  from  Louisiana,  Mr.  Lono- 
pretty  well  established  there  is  very  little,  if  any  work  incentive  in- 
volved m  this. 

Let's  get  off  the  work  incentive  and  let  me  ask  you  this.  Do  you 
xavor  taking  oil  the  ceiling  of  $2,000  as  to  what  people  can  earn  under 
social  security? 

Secretary  Richardson.  No ;  I  do  not  favor  taking  the  ceiling  off  that 
is  eliminating  the  retirement  test  altogether.  In  other  words,  I  think 
the  bill  is  on  sound  ground. 

Senator  Byrd.  Here  is  a  man  or  woman  who  wants  to  work,  they  are 
drawing  social  security  but  they  want  to  work,  but  the  new  law  says— 
the  present  law  says  you  cannot  earn  more  than  $1,680,  the  new  law 
would  say— which  you  recommend  you  cannot  earn  more  than  $2,000 

Secretary  Richardson.  Without  some  loss  of  benefits  but  they  only 
lose  50 1  cents ;  of  benefits  for  a  dollar  earned  so  that  they  can  keep,  in 
ettect  halt  of  their  earnings,  which  is  a  more  favorable  "tax  rate"  than 
would  be  provided  for  people  under  the  welfare  reform  program  itself. 

Senator  Byrd.  If  you  put  it  on  a  tax  rate  basis,  it  is  50-percent  taxes. 

Secretary  Richardson.  Yes;  but  it  is  a  hundred  percent  tax  under 
current  law  for  any  earnings  over  $2,880. 

H.R.  1  provides  a  50-percent  tax  for  any  earnings  over  $2,000. 

Senator  Byrd.  But  you  would  not  favor  that 

Secretary  Richardson.  It  is  considerably  more  liberal  than  current 
law. 

Senator  Byrd.  That  is  correct,  but  you  would  not  favor  taking  the 
ceiling  off.  to 
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Secretary  Richardson.  No  ;  simply  for  cost  reasons.  This  is  a  very 

old  issue,  as  you  know. 

Senator  Byrd.  This  is  the  first  time  you  said  for  cost  reasons.  I  que- 
ried you  many  times  last  year  and  I  don't  remember  you  saying  tor 
cost  reasons,  that  is  the  reason  we  don't  take  it  off. 

Secretary  Richardson.  I  don't  remember  that  last  year. 

Senator  Byrd.  You  and  I  discussed  this  m  considerable  detail.  1  our 
reply  was  it  was  a  different  philosophy,  different  reasons  for  social 
security  and  welfare  which,  of  course,  it  is.  Well,  anyway,  it  is  because 
of  cost  reasons,  that  is  what  I  have  been  trying  to  establish  for  over 
a  year  now. 

Source  or  Funds  to  Pay  Increased  Welfare  Costs  Under  H.R.  1 

Mr  Secretary,  your  department  estimates  that  H.R,  1  would  in- 
crease Federal  welfare  costs  by  $5.5  billion  in  fiscal  1973.  According 
to  the  administration  fiscal  1972  has  finished  with  a  large  budget 
deficit,  Where  is  the  money  coming  from  to  pay  the  $5.5  billion  when 
the  administration  estimates  that  fiscal  197?>  will  end  with  a  tremen- 
dous budget  deficit  ?  ..■■.•      *,, 

Secretary  Richardson.  It  will  come  from  a  combination  of  tax  rev- 
enues and  borrowing. 

\.s  I  pointed  out  last  year,  of  course,  Senator  Byrd,  and  1  do  re- 
member this  quite  clearly,  I  think  1  remarked  that  welfare  reform 
is  of  such  high  priority  that  I  think  we  could  consider  Federal  ex- 
penditures for  welfare  reform  as  coming  out  of  the  first  dollars  col- 
lected under  Federal  tax  laws.  .        .,",  i     ,  _c 

If  we  have  to  go  into  the  red  for  the  year  it  will  be  because  ot  ex- 
penditures under  somebody  else's  program. 

Senator  Byrd.  Somebody  else's  program,  yet  your  program  has  been 
increased  $5.5  billion  as  a  minimum.  Will  the  President  be  recom- 
mending a  tax  increase  to  pay  for  all  of  this? 

Secretary  Richardson.  I  doubt  it ;  I  think  he  will  be  recommending, 
however,  again,  that  the  budget  be  constructed  on  a  full  employment 
basis,  and  I  think  again  that  he  will  submit  a  budget  balanced  on  a 
full  employment  basis. 

Senator  Byrd.  Of  course,  no  one  knows  what  a  full  employment 
basis  is  It  is  a  completely  fantastic  hypothetical  figure.  It  is  like 
saying  that  I  wouldn't  be  broke  if  my  uncle  had  left  me  $10,000. 

[Laughter.] 

Secretary  Richardson.  I  don't  agree  with  that  at  all. 

Senator  Byrd.  I  think  it  is  complete  and  utter  nonsense. 

Secretary  Richardson.  I  completely  and  utterly  disagree  with  you, 
Senator  Byrd,  but  I  think  on  this  subject  you  could  find  a  better 
witness  in  the  person  of  Mr.  George  Shultz. 

Senator  Byrd.  Mr.  Secretary,  I  assume  then  that  this  tremendous  in- 
crease in  welfare  costs  will  merely  be  added  to  the  national  debt,  is 

that  correct  ?  .  „ 

Secretary  Richardson.  Well,  as  I  said  a  moment  ago,  if  we  assume 
that  a  full" employment  budget  will  involve  a  projected  deficit,  and  I 
am  sure  it  will,  there  will  have  to  be  an  increase  in  the  Federal  debt 
but  I  wouldn't  assume  that  the  $5.5  billion  for  H.R.  1  was  the  con- 
tributor to  the  debt. 
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Senator  Byrd.  Let  me  ask  you  this. 

Secretary  Richardson.  At  least  no  more  than  in  a  purely  pro  rata 
amount  in  relation  to  the  total  budget. 

Senator  Byrd.  Let  me  ask  you  this,  what  is  the  national  debt  now' 

Secretary  Richardson.  I  have  lost  track.  It  is  over  $300  billion. 
[Laughter.] 

Federal  Deficits 

Senator  Byrd.  As  the  administrator  of  the  largest  department  dollar 
wise  m  the  Government,  I  am  just  interested  in  your  philosophy,  in- 
terested m  your  deep  concern  about  the  cost  of  Government.  Let  me 
ask  you  this  question,  what  was  the  fiscal  year  just  ended,  what  was 
the  v  ederal  funds  deficit  ? 

Secretary  Richardson.  $23.3  billion. 

Mr.  Veneman.  It  is  between  $21  and  $23  billion,  there  are  diverse 
opinions. 

Senator  Byrd.  Is  that  your  guess  ? 

Secretary  Richardson.  I  would  say  it  is  plus  or  minus  $23  billion  but 
we  will  get  the  exact  figure. 

Senator  Byrd.  It  was  $30  billion,  and  I  will  insert  the  figures  in  the 
record.  What  you  are  speaking  of  is  the  unified  budget  which  takes 
the  surplus  from  the  trust  funds  in  order  to  make  the  deficit  appear 
less  large. 

Let  me  ask  you  this.  What  is  the  projected  Federal  funds  deficit  for 
the  current  fiscal  year  ? 

Secretary  Richardson.  I  don't  know,  Senator. 

Senator  Byrd.  I  will  give  you  that  figure.  It  is  $30  billion.  So  under 
the  administration's  own  figures,  and  I  think  vou  can  say  the  projec- 
tion is  conservative,  there  will  be  a  back-to-back  Federal  funds  deficit 
of  $60  billion.  That  has  never  occurred  since  the  end  of  World  War  II. 

Two  records  have  been  established.  In  fiscal  1971  the  largest  Federal 
funds  deficit  occurred.  In  fiscal  1972  a  similar  deficit  will  occur,  which 
will  establish  two  records. 

Funding  Increased  Welfare  Costs  From  Borrowed  Money 

Now,  let  me  ask  you  this.  Do  you  feel  that  a  new  program,  a  new 
expanded  welfare  program  to  the  extent  of  at  least  $5.5  billion  should 
be  put  into  operation  on  borrowed  money  ? 

Secretary  Richardson.  Passing  for  the  moment  the  question  of 
whether  it  has  put  it  into  operation  or  borrowed  money,  I  think  that 
it  is  clear  that  it  is  in  the  national  interest  to  enact  this'program,  that 
we  must  do  so  urgently. 

Senator  Byrd.  Do  you  think  it  should  be  done  on  borrowed  money  ? 

Secretary  Richardson.  I  think  it  should  be  done  to  the  extent  that 
there  is  a  pro  rata  contribution  to  the  projected  deficit  measured  by 
and  a  total  deficit  consistent  with  full  employment.  I  think  it  should 
1  e  emphasized  that  the  $5.5  billion  total  you  are  referring  to  includes 
$2,4  billion  directed  toward  development  of  employment  capabilities 
and  opportunities  for  work  created  through  the  expansion  of  day  care 
services :  therefore,  I  think  it  is  clear  that  the  enactment  of  this  pro- 
gram offers  the  only  sound  hope  of  turning  around  a  situation  that 
has  gotten  out  of  hand. 
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The  back-to-back  increases  in  State  and  local  Federal  costs  of  exist- 
ing law,  and  the  back-to-back  increases  in  caseloads  have  become  intol- 
erable and  so,  therefore,  the  need  to  do  something  about  it  is  urgent. 

We  are  convinced  that  the  enactment  of  this  measure  offers  the  only 
solid  prospect  of  containing  these  costs  in  future  years  and  as  I  have 
repeatedly  emphasized  in  the  course  of  my  testimony  both  this  year 
and  last  year,  our  projections  show  that  within  4  or  5  years  after  the 
enactment  of  this  program,  the  total  costs  in  caseloads  under  ILK.  1 
would  be  at  approximately  the  level  that  they  would  be  under  a 
projection  of  existing  law,  but  whereas  under  existing  law  the  cost  ;,i 
caseloads  would  be  headed  on  upward  under  this  law  we  believe  the 
costs  are  headed  downward. 

I  have  a  chart  on  that  I  would  be  glad  to  show  you  at  this  point. 

Senator  Byrd.  I  had  analyzed  your  chart  and  I  was  going  to  point 
out  what  I  regard  as  some  contradictions  to  that  statement  but  I 
can't  use  your  chart  now  because  it  has  got  to  be  revised  before  I  can 
use  it,  but  I  hope  at  some  subsequent  date  we  might  be  able  to  get 
back  into  this  colloquy. 

Secretary  Richardson.  We  have  a  chart  here  which  shows  the  pro- 
jections under  both  programs. 

Senator  Bykd.  Well,  let  me  try  to  get.  an  answer  though.,  a  clearcut 
answer,  to  the  question  I  put  to  you.  Is  this  correct,  you  feel  that  this 
program  of  an  additional  $5.5  billion  should  be  put  into  effect  even 
though  it  has  to  be  done  on  borrowed  money  % 

Secretary  Richardson.  Yes. 

Senator  Byrd.  I  would  say  that  is  precisely  the  opposite  answer 
made  by  your  immediate  predecessor  when  the  same  question  was  put 
to  him  by  Senator  Talmadge,  but  you  are  entitled  to  your  opinion 
and  he  is  entitled  to  his  opinion. 

Secretary  Richardson.  I  don't  abandon  what  I  have  said  earlier 
about  the  question  of  whether  it  is  done  with  borrowed  money. 

I  don't,  as  I  have  made  clear,  accept  the  proposition  that  the  whole 
$5.5  billion  represents  borrowed  money.  We  might  as  well  say  that  any 
other  program  in  the  Federal  Government  represents  borrowed  money. 
Of  the  total  Federal  budget  the  fraction  borrowed  for  fiscal  1973  may 
be  as  low  as,  say,  7  or  8  percent.  Now  if  you  apply  that  fraction  to 
this  $5.5  billion  then  only,  say,  out  of  the  total  maybe  $400  million 
is  borrowed. 

Increasing  Welfare  Costs 

Senator  Byrd.  Well,  as  I  say,  your  concern  is  not  quite  as  deep  per- 
haps as  mine  and  my  feeling  that  the  Xo.  1  domestic  priority  is  to  put 
the  Government  financial  house  in  order.  Your  feeling  i^  that  the  Xo. 
1  domestic  priority  is  to  expand  the  welfare  program  by  increasing 
the  number  of  persons  on  public  assistance,  by  increasing  the  costs, 
and  I  don't  think  you  would  deny  it  increases  the  number  of  people 
on  welfare. 

Secretary  Rtciiardson.  I  reject  the  characterization  that  the  only 
way  to  deal  with  this  problem  is  to  expand  the  program  and  the  costs. 

Senator  Byrd.  That  is  what  you  are  doing  here  ? 

Secretary  Richardson.  What  we  are  proposing  is  a  totally  new  ap- 
proach to  dealing  with  the  processes  that  have  brought  about  enormous 
year-to-year  increases  in  caseload  costs. 
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Senator  Byrd.  The  new  approach  increases  greatly  the  number  of 
individuals  who  will  be  drawing-  public  assistance  ? 

Secretary  Richardson.  Yes. 

Senator  Byrd.  That  is  correct.  The  new  approach  increases  in  its 
first  year  of  operation,  according  to  your  statement,  increases  the  costs 
of  operation  of  the  welfare  program  by  at  least  $5.5  billion. 

Secretary  Richardson.  As  we  have  been  using  the  term  "welfare 
program,"  the  figures  you  asked  for  earlier,  it  only  increases  the  wel- 
fare program  by  $3.2  billion.  The  other  costs  are  costs  that  are  not 
now  and  have  never  been 

Senator  Byrd.  It  goes  for  public  assistance ;  does  it  not  ? 

Secretary  Richardson.  Not  as  this  term  is  generally  defined,  no ;  it 
does  not.  Training  costs,  for  example,  public  service  jobs  are  not  now 
and  never  have  been  classified  as  public  assistance  costs. 

Senator  Byrd.  I  want  to  read  into  the  record  again,  you  are  a  tre- 
mendously able  lawyer,  I  am  not,  I  am  not  even  a  lawyer,  of  any  kind, 
I  am  a  newspaperman,  and  it  has  been  my  experience  with  very  able 
lawyers  when  the  facts  are  not  to  their  advantage,  they  talk  around 
the  facts.  They  don't  worry  about  the  facts. 

Now  I  want  to  read  into  the  record  again  what  was  said  yesterday 
by  you,  what  was  said  again  today  by  you,  and  if  you  want  to  contra- 
dict them  at  this  point,  it  is  your  privilege.  The  total  cost  of  welfare 
for  fiscal  1973,  and  I  want  to  emphasize  the  word  "total"  because  it  is 
my  understanding  that  is  the  figure  you  gave  me,  will  be  $14.9  billion, 
plus  $4.5  billion  for  medicaid,  giving  a  total  figure  for  welfare  and 
medicaid  of  $19.4  billion.  Are  those  figures  accurate  or  inaccurate? 

Secretary  Richardson.  I  think  that  the  total  figures  are,  I  certainly 
have  testified  to,  Senator.  But  I  think  the  record  would  show  that  1 
said  that  this  is  the  total  cost  of  H.R.  1  plus  medicaid,  and  I  have  said 
repeatedly. 

Senator  Byrd.  That  is  correct. 

Secretary  Richardson.  The  total  costs  of  H.R.  1  is  not  the  equiv- 
alent of  the  total  cost  of  welfare  because  it  includes  child  care,  train- 
ing,  public  service  jobs,  and  so  on,  together  with  the  cash  equivalent 
of,  additional  cost  of  the  cash  of  the  food  stamps. 

Senator  Byrd.  I  will  rephrase  the  question.  If  H.R.  1  is  enacted,  the 
cost  of  H.R.  1  for  1972  will  be  $14.9  billion,  and  if  medicaid  is  added 
the  total  cost  will  be  $19.4  billion ;  is  that  correct  ? 

Secretary  Richardson.  Yes. 

Senator  Byrd.  Now,  for  fiscal  1972  you  testified  last  year  that  had 
H.R.  1  been  enacted  last  year  that  the  cost  of  H.R.  1  would  have  been 
$11.8  billion.  You  testified  last  year  that  medicaid  would  cost  $3.2  bil- 
lion in  1972,  giving  a  total  for  1972  of  $15  billion.  Now  when  you 
relate  those  figures  one  to  another  you  find  that  if  H.R.  1  had  been 
enacted  last  year  that  between  last  year  and  the  upcoming — between 
1972  and  the  upcoming  1973,  the  costs  would  have  increased  for  what 
T  call  welfare,  what  you  call  H.R.  1,  either  way  you  want  to  express 
it  is  all  right  with  me,  are  up  26  percent,  medicaid  will  increase  over 
last  year's  figures,  over  the  1972  figure  as  compared  to  1973,  by  almost 
40  percent,  and  the  total  cost  of  that  $19.4  billion  versus  the  $15  billion 
will  be  a  29-percent  increase,  and  all  of  those  figures,  any  of  those 
figures,  are  greater  than  the  figures  that  have  been — increased  the  wel- 
fare programs  in  the  past. 
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Secretary  Richardson.  But  I  think  we  are  talking  of  apples  and 
oranges.  Senator  Byrd. 

Senator  Byrd.  No  ;  we  are  not  talking  apples  and  oranges. 

Secretary  Richardson.  Well,  I  do  think  it  would  be  confusing  not 
to  emphasize  at  this  point  that,  for  example,  the  increase  in  medicaid 
from  $3.2  billion  to  $4.5  billion  is  a  simple  consequence  of  the  rate  at 
which  States  spend  money  because  the  Federal  Government  simply 
pays,  reimburses  half  of  this. 

Senator  Byrd.  We  are  not  talking  about  the  reasons  for  it.  I  am 
trying  to  get  the  facts,  and  the  facts  are  that  is  what  they  are  going 
to  cost. 

Secretary  Richardson.  I  know,  but  I  am  trying  to  point  out  you 
are  dealing  with  very  different  kinds  of  numbers.  That  is  one  com- 
ponent. 

Another  element  of  increase  as  between  the  two  ultimate  totals  which 
you  have  been  using  are  deliberate  decisions  to  put  more  money  into 
child  care  and  training,  for  example,  than  was  proposed  last  year. 

Senator  Byrd.  It  is  an  expanded  program ;  is  it  not  ? 

Secretary  Richardson.  It  is  an  expanded  program,  but  an  invest- 
ment in  trying  to  get  people  into  jobs  is  a  different  kind  of  cost 

Senator  Byrd.  I  am  aware  of  that. 

Secretary  Richardson  (continuing) .  Than  an  open-ended  Federal 
obligation  to  match  State  and  local  expenditures. 

Senator  Byrd.  It  is  an  expanded  program.  It  is  either  an  expanded 
program  or  the  costs  of  the  same  program  have  gone  up.  It  is  one  or 
the  other,  it  has  got  to  be. 

Secretary  Richardson.  It  is  an  expanded  child  care,  training  and 
jobs  program. 

Senator  Byrd.  Yes. 

Mr.  Veneman.  I  think  over  a  billion  dollars  is  in  State  savings. 
You  can't  compare  last  year's  H.R.  16311  to  H.R.  1,  they  are  two  dif- 
ferent bills. 

Senator  Byrd.  They  are  two  different  bills.  But  the  H.R.  1  is  an 
expanded  version  of  last  year's  bill.  I  say  the  committee  did  the  tax- 
payers a  great  service  when  they  refused  to  pass  that  bill  last  year 
and  saved  the  taxpayer  billions  of  dollars,  billions  of  dollars. 

Future  Welfare  Savings 

Secretary  Richardson.  I  think  they  have  cost  the  taxpayers  money 
that  would  have  been  saved  in  future  years  by  delaying  a  reform  that 
lias  demonstrated  in  the  intervening  year  its  urgency  by  bringing  about 
increases  in  State  costs  and  Federal  costs  under  current  law  during 
that  intervening  year  bv  something  like  40  percent. 

The  failure  to  enact  the  bill  has  pushed  off  further  into  the  future 
the  day  when  we  do  something  about  an  intolerable  situation. 

Senator  Byrd.  I  think  it  is  very  important  to  do  something  about 
an  intolerable  situation  but  I  want  to  be  sure  we  are  not  doing  some- 
thing that  is  going  to  make  matters  worse  instead  of  better. 

Secretarv  Richardson.  I  think 

Senator  Byrd.  The  best  I  can  understand  this  bill  is  you  are  going  to 
make  matters  worse  and  not  better  and  once  you  go  into  a  gigantic 
prog-ram  like  this,  there  is  no  turning  back  on  it. 
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Secretary  Richardson.  I  certainly 


Senator  Byrd.  That  is  what  I  think,  and  yon  agree  with  that 
,  ^f:retar.y  Richardsox .  I  certainly  agree  that  it  is  the  responsibility 
ot  this  committee,  including  yourself  as  a  member  of  the  committee, 
to  satisfy  itself  that  what  we  propose  makes  sense  and  it  is  not  goiii^ 

•W?i?  m  ,rS  TIT6'  1  ?m  Simply  givin-  y°n  my  espouse  to%our 
characterization  of  the  delay  as  a  good  thing.  I  do  not  think  it  is  a 
good  thing.  I  think  it  simply  postponed  significant  relief  to  the  States 
and  put  off  the  day  when  we  would  be  able  effectively  to  begin  to  re- 
duce the  roJls.  to 

i  -iwilatT  ^ran   I  thought  you  agreed  that  this  H.R.  1  is  a  better 
bill  than  last  year's  bill. 

Secretary  Richardson.  It  is. 

Senator  Byrd.  Well  then  we  gained  by  it,  did  we  not 
Secretary  Richardsox.  We  could  have— it  is  a  question  of  balance  of 
relative  advantages.  I  think  the  gains  that  are  reflected  in  this  leo-is- 
ation  are  all  modifications  which  this  committee  itself  may  have  made 
iiad  it  ever  seriously  gotten  around  to  drafting  the  bill' and.  in  the 
second  place,  could  have  been  made  bv  amendment  in  the  lio-ht  of 
experience.  to 

Senator  Byrd.  I  am  about  to  miss  a  vote  here,  Mr.  Secretary  I  didn't 
realize  we  were  voting. 

Senator  Hansen  If  I  could  interrupt  just  a  moment,  let  me  observe 
that  last  evening  when  this  hearing  was  recessed  I  know  the  Secretary 
then  expressed  a  desire  to  get  to  another  meeting  at  11:30  this  morn- 
ing, as  I  recall,  and  in  light  of  that  fact 

Senator  Byrd.  I  have  taken  enough  time  unless  Senator  Hansen 

Senator  Hansen.  The  chairman  went  to  vote  and  he  will  be  rio-ht 
back.  & 

Senator  Byrd.  Thank  you  very  much,  Mr.  Secretary.  I  am  sorry  to 
take  so  much  time. 

Secretary  Richardson.  Well  I  think  you  have  developed  some  im- 
portant information,  Senator. 

Senator  Byrd.  I  think  it  is  important  we  understand  the  fio-ures 
and  some  of  the  figures  are  a  little  difficult  to  understand.  Thank  von 
sir. 

Secretary   Richardson.  Thank  you,  sir. 
(Short  recess.) 

Incentive  for  not  Marrying 

The  Chairman  (presiding).  Mr.  Secretary,  I  prepared  a  chart  to 
show  you  what  I  think  is  basically  wrong  with  the  bill.  To  be  con- 
structive rather  than  just  negative  I  think  we  ought  to  go  about  trying 
to  correct,  it.  J     te 

_  Now,  the  way  it  stands  right  now,  if  you  take  a  situation  that  exists 
in  Louisiana,  for  example,  situations  where  the  father  has  not  married 
the  mother  but  the  children  look  just  exactly  like  him.  When  they  had 
a  man  in  the  house  rule,  these  people  were  not  eligible  but  the  "court 
changed  that,  The  court  decision  places  a  subsidy  on  illegitimacy 
and  a  reward  for  not  getting  married.  When  the  States  were  forced  to 
put  those  people  on,  the  result  was  that  they  had  to  reduce  what  they 
were  paying  to  deserving  cases  so  as  to  pay  something  to  these  unde- 
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serving  cases.  There  is  a  situation  where  the  father  is  making  $3,000. 
The  mother  has  three  children,  she  is  being  paid  $1,250  plus  a  $250 
advantage  of  medicaid,  total  family  income  cash  plus  other  benefits 

$4,500. 

Now,  a  comparable  situation  is  where  the  man  actually  married  the 
woman,  and  she  has  three  children,  put  W  plus  3  there  along  the 
woman,  a  wife  plus  3  children. 

'They  are  entitled  to  no  cash  subsidies  under  present  law  because  the 
father  has  $3,000  cash  earning.  How  much  would  your  program  bene- 
fit that  second  family. 

Secretary  Richardson.  It  would 

Mr.  Venemax.  $1,280  Mr.  Chairman. 

The  Chairman.  $1,280.  How  much  would  it  benefit  the  first  family. 

Mr.  Veneman.  The  mother  and  three  children. 

The  Chairman.  Right. 

Mr.  Venemax.  She  would  be  entitled  to  $2,400  if  no  income. 

The  Chairman.  All  right.  So  $2,400 

Mr.  Veneman.  Has  she  got  income  ?  Does  she  have  income  or  not  ? 

The  Chairman.  She  has^$l,250  of  welfare  right  now,  $1,250  of  wel- 
fare payments. 

Mr.  Veneman.  She  would  be  entitled  to  $2,400. 

The  Chairman.  That  is  $2,400.  I  take  it  she  would  also  be  entitled 
to  medicaid  would  she  not. 

Mr.  Veneman.  Yes. 

The  Chairman.  In  addition  to  that. 

Mr.  Veneman.  She  is  if  she  gets  sick,  and  her  earnings  get  too 
high 

The  Chairman.  That  would  be  $2,650,  so  that  would  be  an  increase 
of  about  $1,200  for  the  family  where  they  don't  marry.  That  is  a  much 
bigger  increase  than  you  give  where  the  man  has  actually  married  the 
mother  of  his  children,  isn't  that  correct. 

Secretary  Richardson.  Yes. 

The  Chairman.  So  the  disparity,  the  advantage  of  the  man  not 
marrying  the  mother  of  his  children,  in  cash  terms  would  be  even 
greater  under  your  bill  than  it  would  be  under  the  present  law. 

Now  beneath  there  I  have  an  example  of  the  way  I  would  suggest 
that  we  do  it.  Start  out  with  the  husband  making  $3,000,  add  about 
$950  as  a  supplement  to  the  wage  he  is  making  by  virtue  of  the  fact  he 
is  a  parent  working  trying  to  support  a  wife  and  family,  give  him 
$250  for  medicare,  and  the  family  would  have  $4,200  income.  By  your 
program,  I  take  it,  you  would  have  them  at  about  $3,800  income. 

Mr.  Veneman.  That  is  right. 

The  Chairman.  I  would  save  money  to  pay  for  that  deserving  case 
by  taking  it  away  from  those  people  up  there  who  have  no  right  to  it 
to  begin  with.  Under  your  plan,  the  undeserving  family  unit  would  still 
have  more  money  than  would  the  deserving  man  who  married  the 
woman  and  assumed  all  the  obligations  and  duties  of  being  the  hus- 
band and  father  of  these  children. 

I  would  like  to  ask  you  for  an  estimate.  Suppose  you  work  on  this 
theory  that  you  just  take  a  look  at  what  it  would  cost  to  make  a  tax- 
paver  out  of  this  family.  For  a  family  of  five  I  would  think  you  are 
talking  about  roughly  $4,900,  and  if  you  assume  that  the  man  is  mak- 
ing $3,000  that  leaves  a  $1,900  difference.  If  you  make  up  half  the  dif- 
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ference  to  him  on  a  40  hour  a  week  basis,  you  would  make  about  $950 
at  all  available  t0  that  family  which  at  present  is  getting-  no  help 

Can  you  see  any  reason  why  that  family  should  not  be  available  for 
medicaid  if  this  other  outfit  is  available  for  medicaid. 

Secretary  Richardson.  No. 

The  Chairman.  Then  give  them  the  benefit  of  medicaid,  too  If  you 
are  going  to  give  medicaid  to  the  family  that  has  the  illegitimate  chil- 
dren also  give  it  to  the  working  family  that  has  legitimate  children. 

Secretary  Richardson.  I  would  only  say  on  this  last  point,  Mr 
Chairman,  that  we  would  prefer  to  see  the  whole  basis  of  financing  the 
health  care  costs  of  poor  families  dealt  with  in  a  different  way  than  by 
medicaid  rather  than  provide  for  a  short-term  extension  of  medicaid 
and  then  the  substitution  of  something  else. 

The  Chairman.  Any  way,  I  think  that  you  and  I  could  agree  that  if 
it  is  to  be  available,  whatever  health  care  we  provide,  it  should  not 
widen  the  gap  between  those  two  families.  I  would  like  you  to  estimate 
what  it  would  cost  if  you  provided  the  health  care  uniformly.  Just  be- 
cause a  man  marries  the  mother  of  his  children  doesn't  mean  they  ouo-ht 
to  lose  the  medicaid  where  they  would  have  it  otherwise  so  let's  see  if 
we  can  treat  them  both  the  same.  However  you  want  to  do  it  so  you 
could  either  put  the  $250  medicaid  in  or  leave  it  out,  whichever  way 
you  want  to  do  it.  J 

What  I  am  concerned  about  is  what  would  it  cost  if  instead  of  sub- 
sidizing the  undeserving  case  we  just  leave  them  where  we  find  them 
and  spend  your  money  instead  trying  to  reduce  ths  costs  of  it  by  help- 
ing the  father  who  is  trying  to  help  his  family  by  staying  with  them. 

1  eople  should  have  some  hope  of  doing  as  well 'by  conducting  them- 
selves honorably  as  they  would  do  conducting  themselves  dishonorably 

I  would  like  to  see  what  it  would  cost  because  if  you  talk  about  work- 
tare  instead  of  welfare,  and  you  talk  about  the  working  poor  it  would 
seem  to  me  that  the  second  family  is  the  family  that  is  better  en- 
titled to  expect  the  help. 

If  you  are  going  to  subsidize  anybody  it  ought  to  be  the  poor  devil 
who  is  bringing  his  check  home  to  the  wife  and  children  and  between 
them  they  don't  have  enough  to  get  by  on,  that  is  the  one  I  think  you 
ought  to  help. 

Mr.  Veneman.  Mr.  Chairman,  I  think  in  all  candor  that  is  pre- 
cisely what  that  bill  does.  That  family  would  be  a  family  of  five  then 
the  husband  and  wife  and  three  children,  he  was  earning  $3,000   he 
would  be  entitled  to  an  income  supplementation  of  $1,280  actually 
instead  of  the  $950  for  a  total  income  of  $4,280,  and— $950  for  a  family 

i -r?Ur  k  the  first  questl0n  ne  asked  was  the  mother  of  the 

children  but  when  the  husband  is  there  it  is  a  family  of  five. 

The  Chairman.  Well  now,  how  about  the  top  family,  they  have 
$3,000  of  earnings  that  are  not  counted,  how  much  would  they  be 
getting  ?  J 


fev"ulu& 


Secretary  Richardson.  Mr.  Chairman,  as  I  think  our  previous  dis- 
cussions of  this  problem  have  made  clear,  we  would  like  to  work  with 
you  to  find  a  way  of  dealing  with  this  problem.  I  think  it  is  fair  to 
say  that  the  difficulty  with  dealing  with  the  top  family  is  the  difficulty 
of  the  determination  of  what  the  facts  are. 
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If  you  know  that  the  man  at  the  left,  battling  $3,000  is  the  father, 
then  you  can  rest  on  that  finding  the  obligation  of  support,  and  you 

go  from  there.  .   '  ' 

The  problem  really  is  the  problem  of  what  kind  ot  a  showing  you 
need  of  facts  in  all  the  circumstances  in  order  to  be.  able  to  treat  the 
family  on  a  basis  that  assumes  that  availability  of  that  money. 

The  Chairman.  Well,  the  way  it  stands  today. 

Secretory  Richardson.  Here  is  where  we  get 

The  Chairman.  I  went  to  a  meeting  of  four  welfare  directors  and 
three  of  them  told  me  that  the  National  Welfare  Organization  freely 
admits  in  their  States,  that  they  advise  these  people  to  lie  m  order  to 

get  on  to  welfare. 

Mr.  Veneman.  Mr.  Chairman,  I  think  the  problem  we  are  con- 
fronted with  is  we  have  tried  to  write  into  the  bill  every  kind  of  pen- 
alty, every  type  of  abilitv  that  will  help  to  identify  the  father.  If  for 
any  reason  an  individual' fails  to  report  the  event  or  any  situation  that 
changes  their  eligibility  then  they  are  subject  to  fraud. 

The  Chairman.  Let's  get  vour  arithmetic  on  the  board  now.  Take 
family  one,  Right  now  your  social  workers  are  actually  helping  defend 
those  type  situations  rather  than  trying  to  expose  them.  That  is  the 
impression  I  gain  from  my  State,  and  I  think  that  is  what  the  welfare 
directors  tell  me.  Now  what  figure  would  you  put  on  that  under  your 
bill.  That  father  plus  mother  and  three,  father  has  $3,000  earnings  but 
they  cannot  find  him  or  identify  him  for  no  other  reason  than  that  the 
mother  doesn't  want  you  to  know  because  if  she  tells  us  the  family's 
overall  income  will  be  reduced. 

What  figure  would  you,  what  would  that  mother  be  entitled  to  draw 

under  you  bill.  t 

Mr.  Veneman.  She  would  be  entitled,  the  mother  and  three  children 

would  be  entitled,  to  $2,400. 

The  Chairman.  $2,400  and  that  is  all. 

Mr.  Veneman.  That  is  all.  . 

The  Chairman.  All  right;  now  how  about  the  medicaid,  she  still 

gets  that.  . 

Air.  Veneman.  It  would  depend  on  the  State,  Mr.  Chairman. 
The  Chairman.  Well  assume  it  is  a  State  that  has  medicaid. 
Mr.  Veneman.  Assume  a  State  that  has  medicaid  she  would  be 

eligible.  ■,-,-,  ^ 

The  Chairman.  All  right,  put  $250  beneath  that,  and  add  that  up. 

Mr.  Veneman.  Mr.  Chairman,  if  that  woman  has  failed  to  identify 
her  husband,  then  her  benefits  can  be  reduced  or  cut  off.  If  she  knows 
where  he.  is  and  she  knows  he  is  earning  $3,000  then  you  can  reduce  or 
take  her  off  the  welfare  rolls. 

The  Chairman.  Well,  you  have  all  the  sympathy  for  the  mother  to 
begin  with  and  the  caseworkers  have  that  sympathy,  so  much  so  they 
want  to  proceed  about  the  same  way  the  Supreme  Court  has  on  the 
basis  you  can't  count  that  income  unless  you  can  prove  it  is  available. 
So  there  you  have  $5,650. 

Now,  what  did  you  say  the  figure  would  be  when  you  do  your  arith- 
metic under  vour  bill  for  the  second  situation. 
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Mr  Veneman.  You  would  have  $1,280,  you  see,  if  the  husband  and 
the  wite  were  together  with  three  children,  if  he  had  $3,000  earnings 
hVy°11^        entitled  to  a  supplement  of  $1,280  a  year. 

Ihe  Chairman.  All  right,  so  the  disparity  between  the  two  works 
out  to  a  $l,3v0  premium  on  legitimacy. 

Mr  Veneman.  This  is  not  right,  Mr.  Chairman,  because  you  see  if 
that  $3,000  is  actually  available  for  that  family,  up  in  your  first 
column  of  $5,650,  then  you  can't  count  that  as  income,  if  it  is' available 
for  the  family. 

The  Chairman.  You  are  not  counting  it  as  income  now  and  I 
don  t  see  how  you  are  going  to  count  it  under  vour  program.  You 
only  have  two  witnesses  to  look  to,  the  father  and  the  mother.  For 
anybody  else  it  is  just  hearsay  and  conversation. 

Secretary  Richardson.  Mr.  "Chairman,  the  problem  is  you  begin 
wl™  6h®  assumption,  for  the  sake  of  argument,  that  this  is  the  father. 

the  Chairman.  One  thing  I  am  convinced  of  is  05  percent  of  those 
children  have  a  living  father  somewhere. 

.    Mr.  Veneman.  Even  if  he  is  not  a  father,  Mr.  Chairman,  and  that 
income  is  available  to  that  family  they  have  to  count  it. 

The  Chairman.  I  know  and  it"  doubled  our  welfare  rolls  in  Louisi- 
ana at  the  time  the  Supreme  Court  said  you  can't  assume  that  income 
is  available  just  by  virtue  of  the  fact  he  is  living  in  that  same  house- 
hold. So  we  are  getting  nowhere  up  until  now  and  I  doubt  we  are 
going  to  get  any  further  trying  to  count  that  income  under  your 
program.  But  I  am  trying  to  put  the  incentive  on  doing  what  is 
right  rather  than  on  doing  what  is  wrong.  All  a  mother  has  to  say 
is  she  doesn't  know  where  the  father  is  or  if  you  ask  her  who  the 
father  is  she  just  names  somebody  she  knows  is  not  the  father.  It  is 
easy  enough  for  them  to  lose  that  law  suit  if  she  wants  to  lose  it. 

Requiring  Support  Payments 

Secretary  Richardson.  Mr.  Chairman,  suppose  the  father  had  de- 
serted her  and  when  asked  who  is  the  father  she  says  the  father  has 
deserted  her. 

The  Chairman.  All  right,  sue  him. 

Secretary  Richardson.  This  is  true.  Another  woman  comes  in, 
makes  a  same  application,  same  number  of  children,  and  she  is  asked 
the  question  where  is  the  father  and  she  says  father  deserted.  Sav  in 
this  case  it  is  not  true.  The  problem  is,  as  we  see  it,  is  simply  nnclino- 
a  way  to  give  the  first  woman  benefits,  since  the  father  has  in  fact 
deserted  her;  of  course,  we  ought  to  do  everything  we  can  to  find  him 
and  track  him  down  and  make  him  support  the  children,  that  is 
agreed. 

But  so  far  we  have  not  found  him,  and  so  she  and  her  children 
should  get  benefits. 

In  the  case  of  the  woman  who  lies  when  she  says  her  husband 
has  deserted,  the  problem  is  a  problem  of  finding  out  that  she  has  lied. 

Ihe  Chairman.  Mr.  Secretary,  if  vou  have  a  jury  sitting  there 
hearing  this  desertion  case  or  hearing  this  case  for  ■declaration  of 
Paternity,  and  that  jury  knows  if  they  find  that  the  defendant  is  the 
lather  of  that  child,  and  that  papa  and  mama  are  going  to  have  less 
money  than  they  do  if  you  have  people  on  that  jury  engao-ino-  in 
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that  same  kind  of  conduct  themselves,  then  the  jury  doesn't  find  thai 
man  owes  support  for  that  family. 

You  can't  prove  he  is  the  father  of  that  child  if  the  mother  doesn't 
want  you  to  prove  it.  By  making  it  to  her  advantage  and  his,  you 
are  paying  them  money  to  beat  you  in  that  law  suit,  it  is  a  frustrating 
thing. 

All  I  am  saying  is  we  ought  to  design  it  so  it  would  be  to  their  ad- 
vantage to  do  the  honorable  thing  rather  than  to  their  disadvantage  to 
do  the  honorable  thing. 

Secretary  Richardson.  If  we  knew  how  to  do  it  we  would  have  done 
it  by  now  and,  as  I  said  before,  we  stand  ready  to  work  with  the  com- 
mittee and  we  hope  that  you  will  be  more  ingenious  than  we  have  been. 

The  Chairman.  Well  now,  I  have  shown  you  one  way  you  can  do 
it — take  the  husband  making  $3,000;  add  $950  to  supplement  his  earn- 
ings because  the  family  needs  it.  Now  that  doesn't  have  to  be  $950.  It 
can  be  more  than  that,  or  less.  You  can  work  out  a  formula — even 

Mr.  Veneman.  $1,280.  We  have  proposed  $1,280. 

Secretary  Richardson.  We  have  proposed,  H.R.  1  does  deal  with 
half  of  it.  The  part  we  have  not  liked  is  how  you  tell  that  there  is  a 
father  around  making  $3,000.  If  we  know  that  fact,  H.R.  1  requires 
that  the  money  be  counted.  The  problem  then  is  what  kind  of  evidence 
or  proof  is  sufficient  to  show  that  the  money  ought  to  be  counted.  And 
you  could  take  the  further  step  of  saying  that  where  you  have  a  mother 
and  three  children,  and  the  mother  tells  you  the  father  has  deserted, 
you  never  believe  it,  so  they  would  never  get  benefits.  This  seems, 
on  the  fact  of  it,  too  harsh. 

So  the  question  then  is  simply  the  question  of  what  kind  of  a  show- 
ing is  necessary  in  order  to  take  the  case  out  of  the  deserving  category 
and  establish  that  it  is  one  in  which  the  mother  is  fraudulently  con- 
spiring to  get  benefits  she  shouldn't  be  receiving. 

The  Chairman.  Well,  if  you  take  this  great  big  welfare  mess,  most 
of  which  was  contrived  by  the  Supreme  Court  of  the  United  States 
and  ably  assisted  by  Federal  poverty  lawyers,  and  just  quarantine 
that,  put  it  over  on  the  side  somewhere,  keep  it  going  but  don't  make 
it  any  worse,  and  then  start  all  over  again,  it  would  seem  to  me  that 
your  starting  point  would  be  when  a  child  is  born  to  start  identifying 
the  father. 

If  Ave  start  from  that  point  and  say  all  right  we  are  going  to  help 
that  family,  if  they  need  help,  but  wherever  that  father  goes  we  are 
going  to  call  upon  him  to  do  his  duty.  lie  has  a  social  security  number. 
and  wherever  he  goes  to  work  we  want  to  know  it.  Get  his  social 
security  number  and  you  ought  to  get  his  fingerprints  while  you  are 
at  it  so  if  he  tries  to  change  his  name  and  number  you  can  find  him 
any  way.  Treat  him  just  like  a  man  wanted  by  the  FBI;  find  him 
wherever  he  shows  up. 

Wherever  that  social  security  number  hits  those  tax  computers  on 
a  withholding  tax  return  it  rings  the  bell  and  this  is  the  man  we  are, 
looking  for  and  you  just  go  out  and  you  serve  him  a  paper.  You  are 
telling  his  employer  to  hold  up  the  check  on  what  he  has  already 
earned  because  it  iooks  like  he  owes  that  for  the  support  of  his  family. 
Meanwhile  you  are  hauling  him  into  a  Federal  court  here  to  see  if  this 
isn't  the  fellow  you  are  looking  for  and  if  he  shouldn't  be  held  in  con- 
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tempt  for  nonsupport  of  his  family  when  he  is  earning  and  making  no 
plans  to  help  support  them. 

That  is  the  approach  that  makes  sense  to  me,  Maybe  it  is  old  fash- 
ioned but  it  makes  a  lot  better  sense  than  just  letting  this  fellow  run 
around,  living  the  gay  life,  from  place  to  place  like  the  grasshopper 
in  the  story  who  fiddled  all  summer  only  to  die  with  the  first  frost, 
But  if  he  stays  with  his  family  and  still  can't  support  them,  alright, 
we  will  subsidize  him. 

If  we  are  working  on  that  basis,  I  think  we  would  have  a  far  more 
popular  program  and  one  that  would  met  with  better  acceptance  than 
we  do  where  we  try  to  win  a  law  suit  against  people  after  you  have 
made  it  to  their  advantage  for  both  of  them  to  lie  to  you. 

Secretary  Richardson.  We  certainly  want  to  work  with  you  in  this. 
I  think  it  should  be  noted  that  the  problem  presented  by  the  man  in  or 
around  the  house  who  is  earning  $3,000  which  he  has  been  putting  into 
the  family  pot  to  help  support  the  family  is  a  different  kind  of  problem 
than  the  problem  of  the  father  who  has,  in  fact,  deserted,  who  is  work- 
ing somewhere  else  whom  we  want  to  be  able  to  get  at. 

We  have  put  into  the  bill  what  we  think  are  workable  and  effective 
provisions  to  deal  with  both  of  these  things,  and  as  far  as  seemed  to  us 
feasible,  and  the  only  remaining  questions  really  are  what  more  or 
better  could  be  done  about  this  and,  as  I  say,  we  would  be  glad  to  work 
with  you  on  it. 

The  Chairman.  Mr.  Secretary,  it  wouldn't  make  any  difference 
whether  the  man  is  in  the  house,  out  of  the  house,  Mexico  or  Timbuktu. 

If  we  don't  do  that  you  are  doing  a  grave  injustice  to  tax  the  work- 
ing fathers  of  this  country  who  are  doing  what  is  right. 

Secretary  Richardson.  But  the  wrongs  involved  are  very  different. 
In  the  first  place,  in  the  first  case,  the  man  and  woman  are  collaborat- 
ing to  cheat  the  taxpayers  by  getting  benefits  they  wouldn't  get  if  the 
father's  income  were  known  to  the  welfare  administration  authorities. 

In  the  second  case  the  father  has  in  fact  deserted,  and  we  will 
assume  has  not  been  brought  back  yet,  so  that  his  wages  have  not  been 
reached.  In  the  meanwhile,  therefore,  there  is  a  need  to  support  that 
mother  and  children;  this  is  the  sense  in  which  the  problems  are 
different.  In  the  first  case  you  would  not  be  giving  them  any  Federal 
money  if  you  could  establish  that  the  family  was,  in  fact,  benefited. 

The  Chairman.  I  want  an  estimate  of  what  it  would  cost  to  do 
what  I  am  talking  about.  It  sounds  to  me  as  though  it  will  save  money 
to  do  it  that  way  based  on  what  you  say  that  family  is  eligible  for 
now.  That  part  of  it  I  don't  quarrel  with.  I  am  perfectly  content  to 
vote  for  that  part  of  it,  the  part  where  he  man  makes  $3,000  and  we 
add  $1,280  to  that.  I  think  we  ought  to  make  that  work-related  and  I 
think  50  percent  phase  out  is  better,  but  that  part  doesn't  bother  me 
for  a  moment.  I  could  go  for  that.  It  is  this  thing,  it  is  all  this  mis- 
chief and  corruption  that  we  are  subsidizing  and  claiming  we  are  not 
subsidizing  it  at  the  same  time  and  that  is  what  bothers  me. 

Secretary  Richardson.  I  understand. 

The  Chairman.  And  if  we  could  work  a  program  on  that  basis  I 
would  be  much  more  attracted  to  it  I  would  like  to  know  what  it 
would  cost  to  do  that. 

Mi'.  Secretary,  I  owe  you  and  the  other  committee  members  an 
apology,  between  us  I  have  taken  longer  than  I  intended.  I  see  it  is 
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10  minutes  to  12.  Do  you  have  to  leave  at  this  moment  or  can  you 
stick  around  for  a  few  more  questions.  I  am  sure 

Secretary  Richardson.  I  should  have  left  sometime  ago.  Are  they 
questions  that  Undersecretary  Veneman  or  others  here  might  be  able 
to  answer. 

I  am  sure  they  can  answer  any  questions  that  I  can  answer  for  that 
matter. 

Senator  Curtis.  I  think  so.  My  remaining  questions  do  not  go  to 
policy.  They  are  inquiries  about  the  intent  of  some  of  the  sections  of 
the  bill. 

Secretary  Richardson.  Well,  in  that  case,  Undersecretary  Vene- 
man really  is  a  better  witness  since  he  participated  with  the  Ways 
and  Means  Committee  in  all  the  executive  sessions  which  produced 
the  bill. 

I  would  like  before  I  go,  Mr.  Chairman,  not  only  to  thank  the 
committee  for  the  opportunity  to  appear,  and  I  hope  to  create  a  bet- 
ter understanding  on  both  sides  of  what  the  problems  we  have  to 
solve  are,  but  I  also  would  like,  with  your  permission,  to  ask  to  have 
inserted  in  the  record  at  this  point  the  chart  you  now  see  on  your 
left  which  deals  with  projected  costs  and  caseloads  under  H.R.  1.  We 
would  like  to  have  that  inserted  together  with  an  explanatory  state- 
ment of  the  methodology. 

The  Chairman.  Very  well. 

Secretary  Richardsox.  Thank  you  very  much. 

The  Chairman.  Thank  you,  Mr.  Secretary. 

Senator  Curtis. 

Mr.  Vexemax\  Senator,  T  think  Mr.  Ball  also  has  an  appointment. 
Do  any  of  your  questions  deal  with  social  security  ? 

Senator  Curtis.  No  ;  it  is  only  in  welfare. 

Mr.  Veneman.  With  your  permission,  Mr.  Ball  also  would  like  to 
leave. 

Savings  Clause 

Senator  Curtis.  What  does  the  hold  harmless  provision  include, 
hold  harmless  from  what? 

Mr.  Veneman.  Well,  Senator  Curtis,  what  the  bill  provides  is  that 
if  a  State  were  to  maintain  the  benefit  levels  that  they  had  in  January 
of  1971,  or  add  on  the  value  of  food  stamps,  wre  would  assure  them 
that  their  State  costs  for  maintenance  payments  would  not  exceed 
what  they  were  during  the  calendar  year  1971.  So  they  are  held  harm- 
less really  against  caseload  increase  at  their  existing  level. 

If  they  decided  to  raise  their  grants  they  have  to  pay  at  a  hundred 
percent. 

Senator  Curtis.  Caseload  increase  on  the  State  supplement  ? 

Mi-.  Veneman.  Caseload  increase  including  the  State  supplement  to 
the  1971  level. 

Senator  Curtis.  Well  now,  what  portion  of  the  Federal  benefit  do 
they  pav? 

Mr.  Veneman.  They  don't  pay  any  of  the  Federal  benefit.  Senator. 
The  way  the  bill  was  drafted,  the  first  $2,400  paid  to  a  family  of  four 
is  a  hundred  percent  Federal  money.  Any  amount  that  they  pay  above 
that  is  all  State  money.  The  State  is  not  required  to  pay  above  that 
according  to  the  present  provisions  of  the  bill.  However,  they  have 
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every  economic  incentive  to  continue  their  payment  level  because  we 
essentially  say  that  if  you  are  paying  above  $2,400  we  will  pay  the 
first  $2,400  at  100  percent  Federal  cost,  and  then  you  can  continue  to 
pay  what  you  are  paying  now  and  we  will  guarantee  you  that  your 
State  expenditures  won't  be  higher  than  they  were  in  1971,  and  so 
if  there  is  any  risk  of  caseload  increases,  which  might  be  in  some 
States,  _  because  the  eligibility  may  vary  from  what  their  present 
eligibility  standards  are,  we  would  absorb  that  as  a  Federal  cost. 

Senator  Curtis.  Suppose  the  State  finds  that  due  to  inflation  they 
must  increase  the  amount  of  the  State  supplement  for  the  cost  of  living 
increase.  That  is  not  covered  by  the  hold  harmless  ? 

Mr.  Veneman.  No,  not  the  amount  above  the  1971  level.  Anything 
above  that  they  would  have  to  pay. 

Senator  Curtis.  So  if  over  a  period  of  5  years  there  was  a  5  percent 
increase  in  cost  of  living,  the  State,  if  they  kept  up  the  present  level 
of  purchasing  power  of  their  supplemental  budget,  could  have  an 
increase  of  25  percent ;  couldn't  they  ? 

Mr.  Veneman.  They  could  have  a  25  percent  increase  over  their 
1971  level,  Senator,  but  they  are  protected.  Well,  again,  you  see  you 
get  back  to  the  alternative.  Under  the  present  system  their  increase 
would  be  considerably  higher  because  they  wouldn't  have  that  assur- 
ance. Presently  any  benefit  increase  to  the  States  provides  50  percent 
State  money  and  50  percent  Federal  money. 

Senator  Curtis.  So  what  you  hold  them  harmless  for  is  an  increase 
in  costs  by  reason  of  adding  to  the  rolls. 

Mr.  Veneman.  That  is  correct,  caseload  increases  is  essentiallv  what 
it  is. 

Senator  Curtis.  Well,  suppose  that  a  State — I  will  give  you  a  spe- 
cific example.  I  understand  that  California,  and  I  am  looking  at  page 
44  in  this  book,  "Welf are  Programs  for  Families,"  of  the  committee 
book,*  it  appears  that  California  now  pays  a  maximum  payment  of 
$2,652  for  a  family  of  four  we  have  been  talking  about.  If  H.R.  1  is 
enacted,  then  the  hold  harmless  clause  would  protect  California  from 
additions  to  the  rolls  but  it  would  not  protect  them  from  an  increase 
in  the  amount  of  the  supplemental  payment,  if  they  choose  to  raise  it. 

Mr.  Veneman.  No,  it  would  not.  The  $2,652  does' not  reflect  average 
payment,  but  it  is  the  maximum  payrneiiti  Let's  assume  that  the  family 
is  getting  the  $2,652  in  California,  presently  that  would  be  half  State 
and  half  Federal  H.R.  1  would  provide  that  $2,400  of  that  would 
be  all  Federal,  so  the  States  immediately  are  saving  better  than 
a  thousand  dollars  right  off  the  top,  $1,100.  So  instead  of  paying 
$1,800  they  are  paying  $252. 

Senator  Curtis.  I  understand  that. 

Mr.  Veneman.  The  hold  harmless  guarantees  against  a  caseload  in- 
crease, but  if  they  should  choose  to  raise  that  $2,652,  it  would  be  with 
their  money.  During  the  interim  of  course,  they  have  saved  a  consider- 
able amount  of  State  money  if  they  don't  choose  to  go  that  route.  If 
the  legislature  decided  to  add  to  it,  it  certainly  would  be  less  expensive, 
let's  say  3  years  down  the  road,  then  it  would  be  if  the  existing  pro- 
gram had  gone  on  for  the  State  governments. 
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Senator  Curtis.  I  understand  that  part,  but  I  wanted  to  have  the 
record  clear  on  what  they  might  expect  in  the  future  under  the  hold 
harmless. 

A  State  that  has  a  supplemental  program  if  the  application  of  the 
Federal  rules  of  eligibility  call  for  more  people  being  eligible  for  that 
State  supplemental  that  would  be  all  Federal  expense,  would  it  not  '. 

Mr.  Venemax.  Essentially  that  is  correct,  if  they  came  up  with  a 
total  cost  in  1971. 

Senator  Curtis.  How  do  you  treat  the  State  that  at  the  time  of  this 
enactment,  has  no  supplemental  program  and  they  inagurate  one. 
Would  that  be  an  addition  to  the  rolls  ? 

It  was  zero  and  they  made  a  supplementary  payment  for  so  many 
people,  would  any  of  that  be  paid  for  by  Federal  expense  ? 

Mr.  Venemax.  No ;  that  would  be  all  State  expense,  Senator.  Let's 
assume  that  a  State  is  presently  at  $2,400  or  below  for  a  family 
of  four,  H.R.  1  would  buy  that  State  out.  So  whatever  money  they  are 
paying  they  are  paying  $1,200  of  the  $2,400  now,  and  I  stipulate  I  am 
oversimplifying  when  I  say  this  because  there  are  variations  which 
come  in  with  earnings.  So  they  are  paying  half  of  it,  only  $1,200,  so  that 
they  have  that  much  more  money  in  the  State  treasury.  If  next  year 
they  decide  to  pay  the  caseload  a  hundred  dollars  above  the  $2,400 
that  would  be  a  hundred  percent  State  costs,  because  they  are  saving 
under  the  provisions  of  H.R.  1.  We  have  taken  over  their  program. 

Senator  Curtis.  But  if  State  A  had  a  supplemental  program  of 
$1,200  a  year  and  they  enlarged  the  number  of  recipients,  that  enlarge- 
ment would  be  at  Federal  expense. 

Mr.  Venemax.  Well  now,  you  are  saying  that  with  the  $1,200  sup- 
plementation, a  family  of  four  in  that  State  would  be  getting  $3,600. 

Senator  Curtis.  Yes. 

Mr.  Venemax.  We  would  say  to  that  State  "You  continue  to  pay  all 
of  the  caseload,  the  $3,600.  Now  the  provisions  of  H.R.  1  may  expand 
that  caseload.  We  will  guarantee  you  if  you  continue  to  pay  at  that 
level  your  costs  will  not  exceed  your  costs  during  calendar  year  1971." 

That  is  where  the  hold  harmless  really  triggers  it,  for  caseload 
increase. 

Senator  Curtis.  But  suppose  there  is  a  State  that  at  the  present 
time  is  paying  not  quite  $2,400.  Two  years  from  now  they  decide  to 
pay  a  State  supplement,  and  then  after  they  inaugurate  a  State  sup- 
plement the  rolls  are  increased,  they  would  not  be  protected  by  the 
hold  harmless. 

Mr.  Venemax.  Xo;  that  is  correct.  There  are  22  States  now,  Sen- 
ator, that  pay  below  the  $2,400. 

Senator  Curtis.  That  will  prevent  States  with  low  payments  now 
from  ever  attempting  to  pay  a  supplement. 

Mr.  Venemax.  Xo:  I  do  not  think  so,  Senator.  I  think  that  the  his- 
tory of  the  public  assistance  programs  indicate  that  when  the  pressures 
for  benefit  increases  come  about  within  a  State,  the  legislatures  do  re- 
spond. We  have  seen  it  occur  in  virtually  every  industrial  State  where 
the  payments  are  considerably  higher  than  those  in  the  Southern 
States.  You  know  some  of  the  States  were  moving  up  rather  rapidly. 
Mississippi,  for  example,  is  now  paying  about  $750  for  a  family  of 
four.  Under  H.R.  1  the  recipients  will  get  $2,400.  I  think  it  probably 
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will  be  a  long  time  before  there  will  be  much  pressure  there.  Where  the 
States  are  at  $2,400  there  Avould  be  pressure  but  again  they  have  been 
relieved  of  State  costs.  That  money  could  be  made  available  to  raise 
benefits.  Of  course,  eArery  State  has  got  priority  for  every  dollar  they 
have  coming  in,  but  they  could  use  it  for  this  purpose. 

Senator  Curtis.  I  think  that  this  feature  would  bear  a  little  check- 
ing into. 

Mr.  Venejiax.  I  do  not  think  it  is  much  different  from  the  present 
system,  Senator. 

Senator  Curtis.  I  think  it  is  quite  different. 

Mr.  Veneman.  Well,  the  State  can  do  whatever  they  want  now,  they 
can  go  up  or  down.  We  do  not  tell  them  what  to  do. 

Senator  Curtis.  The  State  of  Massachusetts  now,  according  to  this 
chart,*  is  paying  $3,402.  So  as  long  as  Massachusetts  wanted  to  con- 
tinue to  pay  their  State  supplement  $1,002  and  additional  persons  were 
put  on  the  rolls  they  AAould  be  put  on  at  Federal  expense. 

Mr.  Veneman.  That  is  right,  as  long  as  they  stayed  at  that  level. 

Senator  Curtis.  But,  on  the  other  hand,  if  the  State  of  Maryland  is 
noAV  paying  $2,352  and  decided  next  year  that  they  ought  to  match 
Massachusetts  with  a  supplement  of  $1,002,  Massachusetts  would  be 
held  harmless  from  an  increase  and  Maryland  would  not. 

Mr.  Veneman.  That  is  correct,  Senator,  but  Maryland  would  benefit 
to  the  extent  of  $25  million  in  their  family  categories,  $11  million  in 
their  adult  categories,  Avhereas  the  State  of  Massachusetts  Avould  not 
have  that  kind  of  end  effect.  In  other  Avords,  you  have  in  the  State  of 
Maryland  $35.3  million  by  applying  the  $2,400  base  of  the  hold  harm- 
less provision.  You  have  freed  them  of  that. 

Senator  Curtis.  What  is  the  matching  formula  for  Massachusetts 
and  what  is  it  for  Maryland  ? 

Mr.  Veneman.  I  am  sure  they  are  both  50-50. 

Senator  Curtis.  Both  50-50  so  the  first  $2,400,  they  Avould  both  gain 
the  same  amount? 

Mr.  Veneman.  Maryland  is  51.5  percent  of  Federal  money;  Massa- 
chusetts is  50  percent  Federal  money.  So  it  is  about  the  same. 

Senator  Curtis.  Who  will  administer  the  State  supplement? 

Mr.  Veneman.  The  Federal  Government  would  administer  the  State 
supplement  unless  the  State  chose  to  do  it  themselves,  but  I  think  the 
incentive  there  is  for  the  Federal  GoArernment  to  do  it  because  Ave  say 
that  in  order  to  apply  the  hold  harmless  provision  the  Federal  Gov- 
ernment will  have  to  administer  it. 

Senator  Curtis.  In  other  Avords,  the  basic  $2,400  Avould  be  federally 
administered. 

Mr.  Veneman.  That  is  correct. 

Senator  Curtis.  And  if  the  State  is  paying  from  their  oaati  funds  a 
supplement  they  must  turn  the  administration  of  that  supplement  over 
to  the  Federal  GoA^ernment  or  forfeit  their  rights  under  the  hold 
harmless. 

Mr.  Veneman.  That  is  correct. 

Senator  Curtis.  Is  there  any  other  incentive  for  them  to  do  it  ? 

Mr.  Veneman.  Yes,  the  administrative  oo^ts.  In  other  Avords.  if  a 
State  administers  their  own  supplemental  program  they  pay  a  hun- 
dred percent  of  the  administrative  costs.  If  the  Federal  Government 
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does  it  the  Federal  Government  will  pay  a  hundred  percent.  We  give 
them,  like  the  bill  provides,  every  economic  incentive  for  Federal 
administration  for  the  money  payment  side  of  welfare. 

Senator  Curtis.  So  if  the  Federal  Government  takes  over  the  admin- 
istration they  pay  the  whole  bill  for  administration. 

Mr.  Veneman.  They  would  pay  the  entire  check. 

Senator  Curtis.  If  the  State  continues  to  administer  their  own  sup- 
plemental program  the  Federal  Government  pays  nothing  ? 

Mr.  Veneman.  That  is  right.  We  would  pay  nothing  for  adminis- 
tration. They  would  have  to  set  up  a  parallel  system  and  just  write 
out  their  check  for  whatever  amount  they  wanted  to  pay  their  recipi- 
ent in  that  State.  I  do  not  see  many  of  them  doing  it. 

On  the  other  hand,  Senator,  I  do  not  see  where  we  can  apply  the 
hold  harmless  and  let  them  call  the  shots.  That  is  the  reason  we  say 
if  you  want  to  take  advantage  of  the  hold  harmless,  then  it  must  be 
Federal  administration. 

Number  of  Welfare  Recipients 

Senator  Curtis.  Turning  to  this  blue  committee  print*  it  is  esti- 
mated that  in  fiscal  1973.  which  would  begin  July  1,  1972,  that  if 
H.R.  1  is  enacted  the  numbers  of  eligibles  would  go  up  to  some  11.6 
million. 

Mr.  Veneman.  Recipients. 

Senator  Curtis.  From  11.6  million  up  to  19.4  million.  Then  your 
estimates  in  terms  of  the  next  4  years  there  would  be  a  drop  in  the 
number  of  recipients.  On  the  answer  to  that  I  would  suggest  that 
you  submit  it  for  the  record 

Mr.  Veneman.  We  can  do  that. 

Senator  Curtis.  Because  in  Our  conversation  we  might  overlook 
some  factors  and  if  you  may  wish  to  confer  with  the  Secretary.  I 
would  like  to  have  the  basis  for  your  estimate  between  fiscal  1973  and 
fiscal  1977  as  to  why  the  number  of  recipients  will  decline. 

Mr.  Veneman.  All  right,  Senator.  I  think  we  can  probably  submit 
a  copy  of  that  chart  into  the  record  and  put  the  figures  along  with  it 
which  would  show  the  trend  lines  as  well  as  the  actual  figures. 

Senator  Curtis.  Well 

Mr.  Veneman.  And  we  can  explain  the  assumptions  that  we  take 
into  consideration  in  coming  to  this  conclusion.  We  can  submit  the 
entire  thing. 

Senator  Curtis.  Well,  I  want  you  to  put  it  any  way  you  want  but 
I  want  the  complete  reason  for  your  opinion. 

Mr.  Veneman.  The  Secretary,  as  you  will  recall,  Senator,  maybe 
you  were  not  here,  did  state  this  in  detail  the  first  day  he  was  up,  I 
believe  it  was  yesterday,  it  was  in  his  testimony. 

Senator  Curtis.  I  remember  it,  yes.  I  want  you  to  include  all  of 
your  assumptions,  if  there  is  an  assumption  about  family  breakup 
trends  or  the  general  condition  of  the  economy  or  other  assumptions. 

Mr.  Veneman.  These  would  all  be  taken  into  consideration. 

Senator  Curtis.  Or  whatever  it  is,  if  it  is  an  increase  in  employ- 
ment by  reason  of  training,  I  want  it  indicated  on  what  you  base  your 
figures. 
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Mr.  Veneman.  Each  one  of  the  things  you  mentioned,  Senator,  are 
factors  we  have  taken  into  consideration  and  we  will  elaborate. 

Senator,  I  want  to  make  one  point  in  regard  to  chart  -6*  and  maybe 
reemphasize  that  we  are  talking  about  is  total  number  of  people  eligi- 
ble, not  necessarily  the  total  number  of  recipients.  I  would  like  to  make 
that  very  clear  because  of  course  you  will  not  have  a  hundred  percent 
participation. 

Senator  Curtis.  I  do  not  want  to  argue  with  your  answer  until  you 
get  it  in,  at  least,  but  I  hope  you  will  keep  in  mind  that  you  are  deal- 
ing with  a  political  system,  just  as  the  other  titles  of  social  security. 
The  political  system  depends  on  what  is  decided  around  this  table  and 
what  is  decided  in  the  Ways  and  Means  Committee,  and  what  is  de- 
cided on  the  Senate  floor,  as  well  as  pressures  from  the  outside.  I  will 
just  make  the  observation  that  I  cannot  think  of  any  welfare  program 
that  has  ever  declined  in  the  number  of  people  who  become  eligible  for 
it, 

Mr.  Veneman.  Our  assumptions  on  this,  Senator,  do  take  into  con- 
sideration that  the  program  will  not  be  changed  by  Congress,  but  I 
am  not  oblivious  to  the  political  pressures.  I  am  very  aware  of  them. 

Senator  Curtis.  There  has  been  a  change  in  social  security  before 
every  election  as  long  as  the  human  mind  can  remember. 

Mr.  Veneman.  I  think  there  is  one  other 

Senator  Curtis.  And  it  may  continue  to  be  that  way  until  the  people 
find  it  difficult  to  cash  their  checks,  but  I  hope  not. 

Mr.  Veneman.  Senator,  that  is  one  reason  why  I  responded  to  your 
question  about  State  supplementation  the  way  I  do.  I  think  the  same 
kind  of  pressures  exist  in  State  legislatures. 

Senator  Curtis.  Yes ;  but  I  think  you  will  find  on  examining  your 
bill  that  if  a  State  makes  an  effort  to  pay  a  supplement,  where  they 
have  not  had  it  in  the  past,  that  the  way  your  hold-harmless  clause  is 
written  they  will  be  very  unfairly  discriminated  against.  That  is  all, 
Mr.  Chairman. 

(The  information  referred  to  follows :) 

August  10,  1971. 

Note  on  Assumptions  Used  in  Caseload  Projections 

A  great  deal  of  discussion  and  speculation  has  occurred  on  the  subject  of  esti- 
mates of  future  caseloads  in  the  family  categories.  The  purpose  of  this  note  is  to 
clarify  the  assumptions  under  which  such  projections  are  made,  both  under  the 
current  AFDC  program  and  under  the  provisions  of  Title  IV  of  H.R.  1. 

First,  it  is  important  to  emphasize  the  uncertainty  about  the  future  which  char- 
acterizes these  projections.  Neither  HEW  nor  anybody  else  has  accurately  fore- 
casted AFDC  caseloads  over  the  last  several  years.  Caseloads  are  highly  variable 
with  benefit  increases  or  decreases,  changes  in  the  economy,  changes  in  eligibil- 
ity requirements,  changes  in  the  rate  of  desertion  or  migration,  and  so  forth. 
H.R.  1  projections  are  affected  similarly,  but  without  even  the  historical  base  to 
rely  upon,  and  with  the  added  complication  of  attempting  to  estimate  actual  re- 
cipients as  opposed  to  those  theoretically  eligible. 

In  1969  the  AFDC  caseload  rose  from  6.086  million  individuals  to  7.313  million, 
a  20%  increase.  In  1970,  the  AFDC  caseload  rose  from  7.313  million  to  9.660  mil- 
lion, a  32%  increase.  From  January  to  April  of  1971,  the  rolls  rose  from  9.660 
million  to  10.227,  or  roughly  7%  in  four  months.  The  five-year  historical  growth 
rate  of  AFDC  has  been  16%  annually.  With  some  States  reducing  benefits,  most 
States  in  fiscal  crises,  and  what  surely  must  be  an  evitable  end  to  the  growth  value 
of  female-headed  families,  it  would  undoubtedly  be  an  overestimate  to  project 
forward  the  30%  growth  rate  of  the  last  two  years. 


*Seep.  431. 


315 

Chart  One,  then,  shows  a  high  projection  of  16%  per  annum  (the  5-year  his- 
torical rate),  an  intermediate  projection  of  12%  per  annum,  and  the  low  estimate 
of  8%  per  annum  contained  in  the  Ways  and  Means  Report. 

Chart  Four  shows  that  the  FY  1977  AFDC  caseload  would  he  between  15.8 
and  23.7  million  under  these  assumptions. 

When  comparing  H.R.  1  projections,  we  must  begin  with  the  theoretical  elig- 
ibles,  as  projected  in  the  Ways  and  Means  Report.  We  also  must  include  those 
eligible  for  State  supplementation  only,  to  make  the  projections  comparable  with 
AFDC,  which,  of  course,  includes  all  recipients  up  to  the  State  supplement  break- 
even point.  Chart  Two  overlays  the  H.R.  1  eligibles  onto  Chart  One.  The  assump- 
tions behind  all  projections  will  be  discussed  later  in  this  note,  but  it  is  worth 
pointing  out  here  that  the  H.R.  1  projections  assume  a  3%  per  annum  growth 
rate  for  female-headed  families,  as  follows  (see  page  227  of  Ways  and  Means 
Report). 

Fiscal  year— 


1973     1974     1975     1976      1977 


H.R.  1  eligibles:  Total 19.4  18.7  18.1  17.8  17.2 


Covered  under  present  programs  ' 10.3  10.6  10.9  11.2  11.5 

Not  now  covered 9.1  8.1  7.2  6.4  5.7 

1  Predominantly  female-headed  families. 

It  is  clearly  erroneous  to  compare  current  recipients  (which  may  be  50%- 
90%  of  eligibles)  to  H.R.  1  eligibles.  As  the  wide  range  in  the  previous  sentence 
illustrates,  we  know  little  about  recipients  vs.  eligibles  under  AFDC  to  help  us 
in  a  projection  of  H.R.  1  recipients.  We  have  thus  taken  the  cautious  approach 
of  projecting  recipients  as  a  percent  of  eligibles  shown  on  Chart  Four:  that  is. 


Fisca 

year— 

1973 

1974 

1975 

1976 

1977 

Recipients  as  a  percent  of  eligibles.. 

80 

82 

84 

86 

88 

With  the  working  poor  eligible  only  for  one-half  of  FY  1973,  and  with  the 
smaller  average  payments  of  this  category,  these  estimates  are  undoubtedly  high. 

Chart  Three  overlays  these  recipient  figures  onto  Charts  One  and  Two,  and 
('hart  Four  provides  all  of  the  numbers  on  Chart  Three.  Under  these  assump- 
tions, the  point  in  time  at  which  the  H.R.  1  caseload  becomes  less  than  that 
projected  for  AFDC  varies  from  1974  to  1977,  depending  primarily  upon  the 
AFDC  growth  rate. 

The  obvious  question  in  examining  these  charts  is :  What  does  H.R.  1  do  which 
causes  caseloads  to  remain  steady  or  decrease  as  opposed  to  the  increases  in 
AFDC  caseloads?  The  answers  to  this  question  are  in  large  measure  what  make 
H.R.  1  a  true  reform. 

We  must  concentrate  on  the  relative  growth  rates  of  female-headed  families, 
for  this  the  heart  of  the  comparison.  The  ancillary  question  of  the  reason  for 
the  decline  in  "working  poor"  eligibles  over  time  is  answered  primarily  by  rises 
in  income  in  this  group  over  the  five-year  period. 

The  following  points  explain  why  an  H.R.  1  growth  rate  of  3%  per  annum 
is  used  for  female-headed  families,  as  opposed  to  8%,  12%,  or  16%  under  AFDC : 

1.  H.R.  1  limits  earnings  disregards,  and  thus  reduces  excessively  high  break- 
even points  under  AFDC. 

2.  H.R.  1  replaces  a  poor  quality  control  system  with  an  efficient,  automated, 
national  system. 

3.  H.R.  1  replaces  a  monthly  accounting  period  with  an  annual  one. 

4.  H.R.  1  covers  the  working  poor,  thereby  drastically  or  entirely  (depending 
upon  the  State)  reducing  the  financial  incentive  for  desertion. 

Most  importantly,  H.R.  1  replaces  a  minimal  and  ineffective  job  training  and 
placement  effort  with  a  major  training  and  job  program,  including  child  care, 
employability  services,  and  public  service  jobs.  No  caseload  reduction  attribut- 
able to  this  major  effort  is  shoivn  in  these  figures.  We  have  not  reflected  this 
reduction  in  order  to  show  conservative  estimates  and  in  recognition  of  past 
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estimates  unfulfilled.  But  we  strongly  believe  that  substantial  further  caseload 
reduction  will  occur.  For  example,  if  only  20%  of  the  millions  of  man  years  of 
training  in  this  bill  moves  recipients  into  positions  paying  wages  higher  than 
the  break-even,  there  will  be  about  1.5  million  fewer  recipients  in  FY  1977  than 
shown  in  this  note. 

Finally,  we  should  emphasize  that  lower  caseloads — if  by  this  we  mean  in- 
creased numbers  on  the  payrolls  and  a  reflection  of  concern  for  all  those  unable 
to  work — is  the  goal  of  all  points  of  view  which  have  been  expressed  on  welfare 
reform.  We  believe  H.R.  1  is  a  vital  step  toward  this  goal. 

CHART  ONE 


PUBLIC  ASSISTANCE  CASELOAD  FAMILY  CATEGORY 


Recipient  in  Million* 
r24r 


20 

16 

12 

8 
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AFPC  VS  FAP-OFP 
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Current  La«r         ' 
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,„ Current  Law 


."  8%p.a. Current  Law 


5-Year  Historical 
Trend 


-^>-':r" 


Reduced  Minute 
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1972         1973         1974        1975       1976        1977 
Average*  Caseload  for  Fiscal  Year 
FY  1971  AFD09.7miliion 


CHART  TWO 


PUBLIC  ASSISTANCE  CASELOAD  FAMILY  CATEGORY 
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CHART  THREE 


PUBLIC  ASSISTANCE  CASELOAD'  FAMILY  CATEGORY 
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CHART  4.— COMPARISON  OF  ESTIMATED  FAMILY  RECIPIENTS  UNDER  H.R.  1  AND  AFDC— TITLE  IV  OF  H.R.  1 


Fisca 

year— 

1973 

1974 

1975 

1976 

1977 

Eligible  for  Federal  benefits 

Eligible  for  State  supplementation  only. 



19.4 
1.2 

18.7 
1.2 

18.1 
1.2 

17.6 
1.3 

17.2 
1.3 

Total 

20.6 

19.9 

19.3 

18.9 

18.5 

Participation  rate  (percent) 

Estimated  recipients  of  Federal  or  State  benefits 

80 
16.5 

82 
16.3 

84 
16.2 

86 

16.3 

88 

16.3 

CURRENT  LAW 

Annual 

Fiscal 

year — 

Description 

rate 
(percent) 

1972 

1973 

1974 

1975 

1976 

1977 

5  year  historical  trend 

Reduced  estimated 

16 
12 

8  .. 

11.3 
10.9 

13. 
12. 

11 

1 
2 
6 

15.2 
13.7 
12.6 

17. 
15 
13 

6 
3 
6 

2C.4 
17.1 

14.7 

23.7 
19.2 

Ways  and  Means  Committee  Report   . 

15.8 

1  Based  on  fiscal  year  1971  averag?  of  9.7  million. 

The  Chairman.  Senator  Hartke,  do  you  want  to  ask  any  questions? 
Senator  Hansen  % 

Senator   Hansen.   Thank   you,  Mr.   Chairman;    I   do  have   some 
questions. 

Question  of  Whether  There  Are  Strong  Work  Incentives  or 
Strong  Work  Disincentives  Under  H.R.  1 

Mr.  Secretary,  in  the  Washington  Post  ou  January  21  appeared  an 
article  by  Secretary  Richardson  which  is  entitled,  "H.R.  1 — A  Far- 
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Reaching  Proposal  for  Welfare  Reform."  In  this  article  he  states 
that  the  work  requirements  in  the  bill  are  matched  by  strong  work 
incentives.  If  you  would  like  to  refresh  your  memory  with  what  the 
Secretary  states,  I  have  noted  alongside  there  the  particular  point  to 
which  I  am  referring : 

*  *  *  are  matched  by  strong  work  incentives.  Recipients  are  able  to  retain 
a  portion  of  their  benefits  until  their  earnings  reach  a  certain  level,  thus  always 
making  it  more  profitable  to  work  than  to  accept  benefits  as  sole  support.  The 
Administration  has  projected  a  decline  in  family  heads  on  the  Opportunities 
For  Families  under  H.R.  1  from  4.8  million  iu  1973  to  3.4  million  in  1977. 

I  refer  to  page  3  of  the  committee  print:  welfare  programs  for 
families.  I  would  ask  you,  Mr.  Under  Secretary,  do  you  attribute 
this  projected  decline  to  the  strong  work  incentives  in  H.R.  1  ? 

Mr.  Veneman.  Yes ;  to  an  extent  you  would  have  to  take  into  con- 
sideration the  work  incentives,  the  job  training  programs;  you  would 
have  to  take  into  consideration  the  availability  of  services  for  day 
care,  for  example,  so  that  women  can  work  and  get  into  the  employ- 
ment market,  work  themselves  off  of  welfare.  You  would  also  have 
to  take  into  consideration  the  rising  wage  base  which  would  work 
them  out  of  eligibility  for  income  supplementation.  All  of  these  fac- 
tors would  have  to  be  considered. 

But  we  do  feel  that  the  job  training  and  the  work  incentives  pro- 
visions of  the  bill  will  have  an  effect  in  ultimately  bringing  a  lot  of 
these  people  beyond  the  level  to  where  they  would  be  entitled  to 
benefits. 

Senator  Hansen.  In  the  hearings  here  yesterday  the  Secretary,  I 
think,  agreed  that  the  67-percent  tax  rate  was  not  an  incentive  to  work 
more  to  earn  more.  Then  how  would  you  expect  the  caseload  on  this 
OFF  program,  Opportunities  For  Families,  to  decline  from  8.4  million 
in  1973  to  3.4  million  in  1977  ? 

Mr.  Veneman.  I  did  not  get  the  impression  that  the  Secretary  said 
that  67  percent,  the  retention  of  $1  out  of  every  three,  was  a  disin- 
centive. That  may  have  been  a  misinterpretation,  Senator  Hansen,  be- 
cause I  think  he  was  pointing  out  that  there  are  other  means  of 
increasing 

Senator  Hansen.  I  think  what  he  said  was,  or  at  least  the  impres- 
sion I  got  was  he  said  the  67-percent  tax  rate  was  not  an  incentive 
to  work  more  to  earn  more.  I  think  he  said  it  was  too  high,  that  when 
you  tax  a  person  $2  out  of  every  $3  they  make — maybe  I  misunder- 
stood him. 

Mr.  Veneman.  No  ;  I  think  perhaps  it  is  a  matter  of  interpretation. 
I  think  what  he  was  saying  is  that  this  still  provides  an  incentive.  Of 
course,  with  a  50-percent  tax  rate,  if  they  kept  $1  out  of  $2  there 
would  be  more  incentive:  if  they  kept  every  dollar  that  they  earned 
it  would  be  even  more,  but  he  was  pointing  out  what  happens  ulti- 
matelv  with  vour  caseload  and  with  your  costs.  But  we  feel  the  way 
that  H.R.  1  is  structured  the  breakup  point  at  $4,140  is  the  appro- 
priate breakup  point  for  earnings  and  that  requires  a  67-percent  tax 
rate. 

Senator  Hansen.  "Well,  if  I  may.  Mr.  Chairman,  I  wonder  if  we 
might,  in  light  of  the  response  that  Secretary  Veneman  has  made, 
could  I  ask  the  staff  to  put  up  on  the  easel  over  there  the  red  lettered 
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charts  Nos.  7  and  8  depicting  the  situation  with  respect  to  Chicago  and 
New  York  City.* 

I  want  to  explore  with  you,  if  I  may,  what  I  think  are  some  disin- 
centives, and  to  determine  if  I  can,  if  you  agree  with  me.  that  when 
you  tax  people  at  a  rate  of  67  percent  it  is  not  indeed  a  disincentive. 
!  have  a  feeling  that  it  is,  and  I  thought  that  the  Secretary  yesterday 
implied  agreement  with  the  conclusion  I  reached.  Maybe  I  misunder- 
stood. 

I  am  well  aware  that  the  complete  objectivity  of  these  charts  has 
been  challenged  by  HEW,  Mr.  Secretary.  Let  me  preface  my  remarks 
by  saying  that  I  would  point  out,  however,  that  Medicaid  benefits  on 
chart  7  and  chart  8,  begin  for  chart  7  with  an  indicated  $910  benefit  if 
the  earnings  are  zero,  and  chart  8,  the  one  on  our  right,  indicates  that 
in  Chicago,  or  rather  in  New  York  City,  the  benefits  there  for  Medi- 
caid are  indicated  to  be  $870  at  zero. 

Mr.  Veneman.  And  I  think,  Senator  Hansen,  in  order  to  really 
understand  what  we  are  talking  about  here,  we  are  talking  about  the 
average  cost  of  Medicaid;  it  is  taking  the  number  of  recipients  and 
dividing  the  costs  into  it  so  this  is  really  not  a  benefit  unless  you 
happen  to  be  average. 

Senator  Haxsex.  With  that  preface,  I  wonder,  Mr.  Stern,  if  you 
would  be  kind  enough  to  step  over  to  chart  8  because  it  is  the  one  most 
visible  for  everyone  in  the  room  here  and  to  just  follow  along  with  me, 
if  you  will,  as  I  try  to  call  attention  to  what  I  think  are  some  rather 
obvious  work  disincentives. 

I  submit  that  under  this  table  a  female-headed  family  of  four  in 
New  York  has  little  reason  to  try  to  increase  her  earnings  from  $2,000 
to  $3,000  per  vear.  At  $2,000  her  total  benefits  would  be  $6,136  and  by 
going  to  $3,000  they  increase  to  $6,226  or  a  total  of  $90.  Would  that  be 
the  way  you  figure  that,  Mike  ? 

Mr.  Stern.  Yes,  sir. 

Senator  Hansen.  I  suggested  to  earn  an  additional  or  to  have  the 
initiative  or  the  incentive  to  go  out  and  earn  an  additional  $1,000,  and 
to  wind  up  with  total  benefits  of  only  $90  seems  to  me  not  to  be  much 
of  an  incentive.  Would  you  agree  ? 

Mr.  Veneman.  It  is  not  much  of  an  incentive  and,  again,  Senator 
Hansen,  we  feel  this  does  not  reflect  what  really  occurs  with  the  public 
assistance  population  in  New  York  City.  They  just  do  not  have  all  of 
these  benefits  to  the  extent  that  is  detailed  on  that  chart,  and  I  think 
these  charts  have  a  tendency  to  distort  really  what  is  going  on.  and 
leave  the  wrong  impression  about  what  the  benefits  are,  available  to 
people  in  New  York  City,  Chicago,  Wilmington,  and.  Phoenix. 

Senator  Hansen.  Well,  I  know  yesterday  the  point  was  made,  I 
asked  the  Secretary  if  these  charts  and  the  others  that  were  presented 
did  not  disclose  the  facts,  would  the  right  charts  be  submitted,  and  I 
believe  the  Secretary  responded  by  saying  that  in  his  judgment  the 
charts  that  had  been  labeled  "Senate  Finance  Committee  Charts"** 
did  disclose  as  nearly  as  you  were  able  to  what  you  thought  the  facts 
were.  Am  I  right  about  that  ? 


♦Chart  7  appears  on  pace  59  :  chart  S  appears  on  p.  00. 

**The  charts  referred  to  appear  on  pp.  75-S4.  The  heading  was  modified  to  reflect  the  fact 
that  they  were  not  prepared  at  the  request  of  the  Finance  Committee. 
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Mr.  Veneman.  Yes.  If  we  were  going  to  go  this  route,  we  do  not  be- 
lieve the  charts  themselves  reflect  the  provisions  of  H.R.  1  or  the 
existing  law,  for  that  matter,  but  if  we  are  going  to  go  this  route,  we 
are  saying  let  us  take  benefits  and  income  on  both  sides,  let  us  take 
into  consideration  all  the  factors  that  occur  when  earnings  increase, 
let  us  take  into  consideration  the  fact  that  as  earnings  increase  they 
are  entitled  to  fringe  benefits,  and 

Fringe  Benefits 

Senator  Hansen.  When  you  speak  of  fringe  benefits,  I  suppose  we 
think  of  such  things  as  vacations  and 

Mr.  Veneman.  Health  insurance  policies,  pension  programs,  other 
things. 

Senator  Hansen.  Yes.  May  I  say  that  for  the  most  part  these  pro- 
grams are  programs  that  will  not  actually  come  into  fruition  until 
some  long  time  down  the  road.  When  you  talk  about  social  security 
and  pension  plans,  as  far  as  violations  go,  if  a  person  is  on  a  52-weeks 
vacation  by  virtue  of  not  working  at  all  I  suggest  that  to  top  it  off 
with  2-weeks  vacation  is  like  handing  a  drowning  man  a  glass  of 
water.  I  do  not  think  he  needs  it  and  I  do  not  think  it  would  be  of 
much  interest  to  him. 

Mr.  Veneman.  He  could  moonlight  during  that  2-week  period  and 
make  more  money. 

Senator  Hansen.  I  just  spoke  about  a  tax,  I  think,  about  91  percent 
when  you  go  from  $2',000  to  $-3,000,  you  keep  $90  out  of  a  thousand. 
This  same  female-headed  family  of  four  would  be  able  to  keep  only 
$3,  not  $300  but  only  $3  out  of  a  $4,000  raise,  if  she  were  to  move  from 
the  $2,000  earnings  bracket  to  the  $6,000  earnings  bracket. 

If  I  figure  correctly,  and  I  am  not  sure  that  I  did  at  all,  that  would 
be  a  disincentive  tax  of  about  99  percent.  She  is  keeping  $3  out  of  a 
$4,000  raise. 

Mr.  Veneman.  Of  course,  when  she  gets  to  that  point  she  is  no 
longer  in  H.R.  1,  she  has  no  H.R.  1  benefit.  She  has  a  small  State 
supplement  and,  again,  you  know,  all  these  things  have  to  happen,  she 
has  to  be  in  public  housing. 

Senator  Hansen.  I  quite  agree  with  you  but  I  think  that  if  we  are 
going  to  try  to  determine  how  the  program  is  going  to  work  these  are 
some  of  the  things  we  have  got  to  look  at. 

The  study  to  which  I  referred  yesterday,  the  Telia  study,  indi- 
cates that  people  have  a  lot  of  different  ideas.  One  of  the  things  that 
surely  will  happen  as  total  income  increases,  whether  it  be  from  earned 
income  or  welfare  support  or  a  combination  of  these  two  is,  No.  1,  a 
mother  or  a  woman  working  at  least  part-time  likely  will  work  less 
time  than  she  did  earlier.  This  would  be  the  situation  with  the  father. 
She  would  be  inclined,  other  things  being  equal,  to  work  less  time 
and,  as  far  as  the  mother  in  the  family  goes,  she  would  probably  be 
inclined  as  she  viewed,  on  the  one  hand,  the  slight  marginal  bene- 
fits of  being  able  to  keep  only  a  small  pittance  of  the  total  earnings, 
and  to  compare  that  with  the  advantages  of  not  working  at  all,  and 
being  almost  as  well  off,  the  Telia  study  indicates,  that  very  likely 
she  would  drop  out  of  the  work  force. 

Mr.  Veneman.  Of  course,  Senator,  this  gets  back  to,  you  know,  this 
is  why  we  prepared  the  chart  the  other  way  to  take  into  consideration 
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all  of  the  factors.  This  same  situation  from  $2,000  to  $6,000  in  New 
York  if  you  take  into  consideration  such  things  as  the  value  of  the 
frino-e  benefits  and  the  other  factors  exclusive  of  medicaid  and  public 
housing,  she  comes  out  with  about  $2,500  better  off  by  moving  up  in- 
stead of  the  $2  or  $3.  So,  vou  know,  I  think  most  women  who  are 
working  at  a  job  at  $2,000  and  somebody  walked  up  to  them  and 
said,  "I  am  going  to  give  you  a  job  at  $.6,000,"  they  would  grab  it  m 
a  minute. 

Senator  Hansen.  If  it  were  not  for  H.R,  1. 

Continuation  Under  I  I.E.  1  or  Features  of  Present  Law 

Mr.  Veneman.  H.R.  1  does  not  have  a  thing  to  do  with  it.  does  not 
have  one  thins  to  do  with  it,  because  everything  you  are  talking  about 
these  charts  exists  under  present  law  also  with  the  exception  of  the 
first  column  on  pavment. 

Senator  Hansen.  If  this  is  true  how  do  you  account  for  the  wel- 
fare rolls  increasing  all  the  time  ( 

Mr.  Veneman.  I  think  there  are  several  factors  that  have  occurred. 
I  think  one  of  them,  of  course,  is  the  vast  separation  that  has  taken 
place  in  this  family.  We  find  a  great  number  of  more  female-headed 
households.  I  think  the  changing  attitude  has  a  lot  to  do  with  it.  Eco- 
nomic conditions  in  some  of  the  urban  and  rural  areas,  there  are  a  good 
manv  factors  that  are  involved.  But  I  think  it  should  be  made  very 
clear  in  New  York  City  that  woman  is  going  to  receive  just  as  much 
money  under  present  law  as  she  does  under  H.R.  1,  so  every  bad  thing 
we  are  talking  about  on  those  charts  exists  now. 

Senator  Hansen.  What  you  are  saying  then  is  H.R,  1  really  is  not 
much  of  an  improvement  over  what  we  have  got  and  we  all  agree  it 

Mr.  Veneman.  Yes,  we  do  feel  it  is  an  improvement  over  what  we 
have  now. 

Benefits  in  New  York  City  at  Different  Earnings  Levels 

Senator  Hansen.  Well,  let  us  use  another  example,  You  accused  me 
of  getting  off  the  program  which  I  did,  when  I  went  to  $6,000.  That 
seemed  not  to  be  an  inordinate  salary  to  me  but  let  us  compare  the 
situation  of  earning  $2,000  with  that  of  earning  $4,000.  If  my  arith- 
metic is  right  this  female-headed  family  of  four  could  double  her 
value  in  the- eyes  of  her  employer,  she  could  get  $4,000  instead  of  $2,000. 
and  she  would  be  exactly  $167  better  off.*  _^ 

Air.  Veneman.  Our  chart  says  she  would  be  $1,200  better  oft,  Senator 

Senator  Hansen.  I  guess  if  I  were  trying  to  sell  H.R.  1 1  sure  would 
not  want  to  use  these  charts. 

Mr.  Veneman.  We  have  been  trying  to  avoid  it  as  much  as  possible, 

[Laughter.] 

Senator  Hansen.  I  do  submit  they  seem  to  be  pretty  factual.  I  know 
that  when  vou  say  that  the  situation  is  not  typical  because  there  are 
benefits  that  do  not  accrue  to  a  majority  of  the  population,  I  admit 
that  is  right.  I  am  just  pointing  out 

*See  page  60. 
**See  page  83. 
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Mr.  Veneman.  It  is  just  a  minority,  Senator. 

Senator  Hansen.  About  7  percent  of  the  people  on  welfare  are  in 
public  housing,  I  would  be  interested  to  know  what  percentage  of  the 
welfare  recipients  m  New  York  are  in  public  housing 

Mr.  Veneman.  In  New  York  City  it  would  be  about  8,  92  percent 
are  not  m  public  housing.  l 

Senator  Hansen.  Are  not  in  public  housing.  If  they  are  not  in  public 
housing  then  there  are  other  benefits  they  are  getting,  is  this  not  true  ? 

Mr.  Veneman.  Not  necessarily. 

Senator  Hansen.  Well,  medicaid 

wl«f  ^NEMAN-  J  d°  n0t  think  Pllblic  no"sing  is  that  much  of  a 
benefit  They  may  not  have  as  good  housing,  but  I  think  that  in  New 
York,  8  percent  live  m  public  housing.  Some  92  percent  of  the  recipi- 
ents in  New  lork,  am  I  right,  you  know  we  are  not  talking  about, 
92  percent  of  the  recipients  when  we  look  at  these  charts  and  why 
these  figures,  I  think,  really  distort  the  present  system  and  what  we 
are  trying  to  do. 

8tnat°l  Hansen  I  submit  that  in  lieu  of  public  housing  in  the  past 
riTJl  o«L  *T]l  ?"2gS  ?53$  s"PPlements,  we  have  had  other  pro- 
grams. I  asked  yesterday  if  H.R.  1  would  cash  out  the  food  stamp  pro- 
gram, and  the  medicaid  program  benefits,  and  I  think  the  response 
was— well,  I  have  forgotten  precisely. 

Mr.  Veneman.  The  answer,  Senator  Hansen,  is  it  does  cash  our  food 
stamps  for  the  public  assistance  recipients  but  the  Food  Stamp  Act  is 
a  separate  act,  separate  from  the  Social  Security  Act.  Therefore  there 
will  be  some  people  in  the  country  who  will  still  be  eligible,  but  for  all 
intents  and  purposes  the  people  we  are  dealing  with  it  Sashes  them  out. 

Senator  Hansen,  lou  make  the  point  I  was  just  going  to  try  to 

?•«  6  unCly0U  haTf  (?one  ifc  better  than  X  could  and  it  is  extremely 
difhcu  t,  if  not  well  right  impossible,  to  consider  H.R.  1  in  a  vacuum. 
1  think  you  have  to  take  into  account  other  factors  and,  it  seems  to 
me,  one  of  the  factors  which  has  been  overlooked  almost  entirely  is 
what  it  does  to  motivation,  what  it  may  do  to  other  people  when  'you 
talk  about  doubling  the  welfare  rolls  which  some  people  contend  will 
bean  inevitable  result  if  this  legislation  were  to  be  enacted.  Then  I 
think  when  we  try  to  project  costs  and  what  we  are  doing  it  is  im- 
possible to  say  just  on  the  pure  statistics  of  welfare  recipients  as  we 
know  them  now  what  may  be  the  case  5  years  from  now,  because  if  a 
person  sees  himself  not  better  off  than  his  neighbor  alongside  him 
who  is  not  lifting  a  finger  to  try  to  do  anything  productive,  and  here 
he  is  working  hard  full  time,  then  I  am  not  sure  at  all  that  we  can  be 
too  certain  when  we  say  that  the  welfare  rolls  are  going  to  go  down. 

Future  Increases  in  $2,400  Benefit  Level 

This  is  one  page  to  which  I  refer,  shows  that  people  in  the  OFF  pro- 
gram, the  Opportunities  For  Families,  would  drop  from  48  to  3  4  I 
think  it  overlooks  the  fact  which  Senator  Curtis  brought  out  that 
every  time  every  2  years,  there  are  increases  in  social  security  benefits, 
and  1  would  ask  you,  do  you  have  any  illusions  that  if  we  were  to  start 
this  program  out  now  with  $2,400  minimum  basic  assistance  that  it 
would  not  be  raised  beyond  that  figure  2  years  from  now  8 
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Mr.  Veneman.  I  would  not  try  to  put  a  time  frame  on  it.  I  am 
sure  a  bill  will  be  introduced. 

Senator  Hansen.  Maybe  not  that  long,  maybe  next  year. 

Mr.  Veneman.  I  am  sure  legislation  will  be  introduced  to  do  it. 
But  it  just  depends  on  a  lot  of  factors.  I  think,  Senator,  the  thing  you 
might  want  to  put  into  perspective  is  at  least  you,  the  Members  of 
this  Senate  and  this  Congress,  are  making  the  decision.  Presently  the 
State  legislatures  make  that  decision  for  you.  They  raise  the  benefits 
in  the  States  and  we  do  nothing  but  pay  the  bill.  So  at  least  if  you  are 
going  to  spend  more  Federal  money  you  are  going  to  be  the  one  who 
lias  the  decision. 

Benefiting  From  Prior  Mistakes 

Senator  Hansen.  Well,  our  track  record  in  dealing  with  the  welfare 
program  is  not  one  of  which  I  am  particularly  proud,  and  I  would 
hope  that  we  could  benefit  by  some  mistakes  that  seem  to  me  now  to 
be  glaring  and  obvious.  I  cannot  think  that  pursuit  of  a  course  that  all 
history  recommends  we  not  take  makes  good  sense  now  based  upon  the 
assumption  that  if  we  continue  it  or  if  we  expand  it  at  least  it  will  be 
our  error  again.  I  think  we  made  plenty  of  them  and  I  suggest  that 
the  alarming  rate  at  which  welfare  rolls  are  expanding,  the  loss  of 
jobs  that  come  about  in  this  country,  not  because  there  are  not  people 
to  do  them  but  because  they  can  be  done  better  and  more  cheaply 
abroad,  seems  to  me  to  argue  persuasively  that  we  take  a  real  hard 
look  at  what  we  have  done  and  to  try  to  see  if  indeed  this  is  the  way  we 
think  we  should  be  going.  I  have  the  feeling  it  is  not  the  way  we  should 
be  going. 

Mr.  Veneman.  I  think.  Senator,  the  chairman,  put  his  finger  on 
what  we  are  attempting  to  do  when  he  had  the  figures  up  on  the  black- 
board. The  incentive  in  this  program  is  to  take  employment.  You  men- 
tioned the  fact  that,  you  question  what  is  going  to  happen  to  the  ethic 
of  this  country  when  you  see  people  working,  living  next  door,  to 
somebody  who  is  better  off  not  working.  That  happens  now.  It  would 
not  happen  under  H.R.  1.  I  think  the  real  weakness  we  have  in  the 
present  system,  Senator  Hansen,  is  the  fact  that  we  do  not  supplement 
incomes  to  any  extent  except  under  the  301/^  rule.  But  when  you  look 
at  an  intact  family  a  husband  and  wife  and  children  who  are  earning 
money  but  in  an  amount  less  than  welfare  standard  there  is  an  incen- 
tive for  him  to  leave  or  for  him  to  become  unemployed  and  become 
eligible.  This  simply  says  instead  of  paying  him  the  $3,000  we  will 
give  him  a  little  supplement  if  he  is  working  and  not  earning  very 
much  but  in  an  average  case  of  $1,760,  so  when  we  talk  about  doubling 
the  caseload  perhaps  we  made  a  mistake  in  communicating.  I  think 
it  should  be  understood  we  are  not  doubling  the  welfare  caseload,  we 
are  adding  to  the  rolls  a  group  of  people  whose  income  would  be  sup- 
plemented, people  who  are  working,  not  people  who  are  welfare  re- 
cipients and  living  entirely  off  public  funds,  State,  Federal,  and  local, 
but  people  whose  basic  income  is  being  earned. 

It  is  not  a  unique  concept.  "We  do  it  in  agriculture,  we  do  it  for  rail- 
roads and  a  few  other  people  that  have  misfortunes,  and  we  supple- 
ment. It  is  not  a  new  pattern  for  Government. 
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Increasing  the  $2,400  Payment  Level 

Senator  Hansen.  I  am  pondering  what  you  say,  Mr.  Secretary,  and 
all  I  might  observe  is  that  in  order  not  to  present  full-time  working 
people  with  the  incongruous  situation  in  which  they  find  themselves 
by  assuming  all  of  their  responsibilities,  working  full  time,  and  seeing 
a  neighbor  on  the  other  side  who  lives  as  well  as  they  do  and  yet  does 
not  do  one  thing,  you  say  let  us  add.  let  us  supplement  this  working 
man's  income.  But  now  whenever  you  start  on  that  course  it  seems  to 
me  that  all  you  have  done  is  to  shift  the  problem  a  little  further  to 
the  right.  You  made  this  group  happy  but  what  about  this  next  group 
just  to  the  right  of  this  man  here  whose  incomes  are  not  going  to  be 
supplemented,  how  far  do  you  propose  to  go?  How  many  people, 
should  we  put  a  third  of  the  people  on  welfare,  a  fourth  or  50  percent  ? 
You  know.  Senator  McCarthy  last  year,  I  think,  said,  "Let  us  not 
fool  around  with  this  $1,G00  bit,  let  us  go  to  $5,500,  that  is  where  it 
should  be".  And  there  are  a  great  many  people  who  think  he  makes 
an  awfully  good  case.  The  only  trouble  is.  if  I  understand  correctly,  if 
you  were  to  adopt  his  scheme  of  putting  it  up  to  $5,500.  and  I  have  no 
doubt  at  all  but  what  somebod}*  in  good  faith,  very  seriously  straight- 
faced  is  going  to  put  a  bill  in  to  say  we  are  not  going  to  put  it  at  $2,400, 
I  heard  Senator  Javits  say  it  should  not  be  that  low.  At  least  it  should 
not  be  that  low  if  you  can  get  up  to  $5,500  or  whatever  under  such  a 
great  scheme  if  you  can  keep  fooling  the  people  into  thinking  the 
money  is  going  to  be  paid  by  somebody  else.  But  I  do  not  believe  it  is 
and  I  know  perfectly  well  from  your  great  background  you  do  not 
believe  it,  either. 

Mr.  Veneman.  Absolutely  not.  It  is  unreasonable  and  impractical 
even  to  suggest  that  you  go  to  $5,500. 

Senator  LLvnsen.  And  yet  all  you  are  saying  is  you  hope  Congress 
next  year  will  have  the  good  sense  because  the  decision  will  be  theirs, 
to  reason  "For  heaven's  sake,  we  have  to  stop  some  place." 

Mr.  Veneman.  Senator  Hansen,  you  have  misinterpreted  what  I 
said.  I  did  not  say  I  hope  the  Congress  would  raise  it.  You  asked  me 
if  I  think  there  would  be  those  pressures  and  I  said  yes,  I  am  sure  there 
will  be.  I  am  sure  someone  will  introduce  a  bill,  I  am  not  sure  Congress 
should  do  it,  I  am  not  convinced  of  that. 

Senator  Hansen.  I  misspoke  myself,  I  did  not  in  my  reply  say  that 
it  was  your  hope  that  Congress  would  raise  it.  But  what  I  thought  you 
said  and  what  I  want  to  say  is  I  thought  you  were  saying  that  Con- 
gress would  recognize  that  they  alone  have  a  handle  on  this  and  if  it 
is  going  to  stop  they  have  got  to  stop  it. 

Mr.  Veneman.  What  I  was  really  saying 

Senator  Hansen.  I  am  saying  we  should  not  start  it. 
Mr.  Veneman.  What  I  was  saying,  Senator,  is  that  the  decision  as 
to  whether  or  not  it  is  going  to  be  raised  is  yours.  I  was  pointing  out 
in  contrast  under  the  present  system  if  the  State  of  California  decides 
to  raise  welfare  benefits  a  thousand  dollars,  $500  that  comes  out  of  the 
Federal  Treasury  without  your  making  a  decision.  I  am  saying  if  it 
does  go  up  at  least  the  decision  is,  you  know  the  ball  is  in  your  court. 

Senator  Hansen.  Well,  you  know.  I  have  not  taken  much  comfort 
in  seeing  a  catastrophe  happen  and  then  everybody  gets  in  a  circle  and 
points  his  finger  at  the  other  guy  and  says,  "You  are  to  blame."  I 
would  hope  we  might  avoid  that  situation. 
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Mr.  Veneman.  In  HEW  I  am  getting  used  to  thai.  Senator. 
[Laughter.] 

Senator  Hansen.  Let  me  say  I  do  respect  your  great  comprehension 
of  this  bill.  I  know  that  it  is  your  responsibility  and  duty  to  defend  it, 
and  I  am  sure  that  you  and  I  do  not  disagree  with  the  goals  and  objec- 
tives that  we  have.  I  will  not  ask  you  what  your  personal  private 
thoughts  are.  I  sometimes  wonder  if  in  the  role  that  you  find  yourself 
in  if  it  is  possible  always  to  project  your  own  convictions  as  well  as 
you  might. 

Mr.  Yeneman.  Senator,  on  this  bill  I  can.  and  I  say  this  in  all  hon- 
esty. I  am  here  expressing  my  convictions  on  this  bill.  I  had  the  priv- 
ilege really  of  being  with  this  committee  last  year  and  going  through 
two  sessions  with  the  Ways  and  Means  Committee,  and  I  am  not  here, 
you  know,  really  trying  to  hold  firm  on  H.R.  1  or  any  welfare  reform 
proposal.  You  know.  1  am  here  to  try  to  work  out  a  welfare  reform 
proposal  that  can  be  accepted  and  would  be  effective  in  this  country. 

I  think  the  time  has  come,  it  is  ready.  If  during  these  hearings  we 
can  come  out  with  something  that  is  better  we  are  receptive. 

The  Chairman.  Might  I  just  interrupt  for  a  moment  to  say  we  are 
voting  in  the  Senate.  Having  gotten  involved  in  a  soft  ball  game  with 
a  torn  muscle  in  my  leg  and  being  a  little  lame  I  had  better  start  now, 
but  the  Senator  can  carry  on  a  little  longer  and  still  make  the  roll 
call.  Pardon  me,  I  will  leave  you  to  Senator  Hansen,  he  will  show  you 
all  the  courtesy  that  the  committee  would  show  you  with  or  without 
a  chairman. 

Senator  Hansen.  Mr.  Chairman,  just  let  me  say  then  that  I  would 
like  to  ask  for  inclusion  in  the  record  at  this  point  some  observations 
that  I  have  made  with  respect  to  the  HEW  charts,  Medicaid  and  work 
disincentive. 

(The  matter  referred  to  follows :) 

HEW  Charts — Medicaid,  Work  Disincentive 

The  HEW  charts  completely  disregard  a  major  provision  of  H.R.  1  which 
requires  States  to  charge  recipients  a  medicaid  deductible  which  increases  as 
earnings  rise.  Specifically,  the  deductible  increases  33  cents  for  each  dollar 
earned  above  $720  in  Wilmington,  Del. ;  $1,356  in  Chicago ;  and  $5,034  in  New 
York. 

Despite  this,  the  HEW  charts  show  a  flat  medicaid  benefit  whose  value  re- 
mains constant  as  earnings  rise. 
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Senator  Hansen.  Well,  let  me  say  I,  too,  want  to  vote,  and  I  appre- 
ciate your  always  great  courtesy. 

Mr.  Vexemax.  Thank  you,  Senator  Hansen. 

Senator  Hansen.  Mr.  Secretary,  then  I  will  adjourn  the  hearings 
at  this  point.  They  are  to  be  resumed  preceded  by  a  consideration  of  a 
session  on  child  care  legislation  and  following  that  I  suspect  it  may  be 
we  would  like  to  talk  further  with  your  Department 

Mr.  Vexemax.  Very  good. 

Senator  Hansen  (continuing).  And  with  public  witnesses  on 
H.R.  1.  I  hope  all  of  you  who  are  interested  in  it  will  be  apprised. 
Thank  you  very  much. 

Mr.  Vexemax.  Thank  you,  Senator  Hansen. 

(Whereupon,  at  12:45  p.m.,  the  hearing  was  adjourned,  subject  to 
call  of  the  Chair.) 
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Bureau  of  Labor  Statistics 
August  11,  1971 


Geographical  Variations  in  Costs  of  Living 
as  Measured  by  Currently  Available  BLS  Data 


I 
A.   How  Costs  Vary 

The  Bureau  of  Labor  Statistics  currently  compiles  an 
index  which  measures  the  difference  in  cost,  for  a  sample  of 
urban  areas,  of  a  lower  budget  for  a  family  of  4  persons. 
When  the  U.S.  urban  average  cost  of  the  budget  ($6,960  at 
1970  price  levels)  equals  100,  the  geographical  variation 
among  mainland  areas  (i.e.,  excluding  Honolulu  and  Anchorage) 
ranged  from  a  high  of  110  in  San  Francisco  to  a  low  of  88  in 
nonmetropolitan  areas  of  the  South,  or  22  percentage  points. 

Cost  in  29  of  the  42  sample  areas  were  concentrated 
within  a  range  of  10  percentage  points.   That  is  to  say,  costs 
differed  by  about  $650  from  low  to  high  in  70  t  percent  of  the 
areas  in  which  the  budget  was  priced. 

The  38  metropolitan  areas  and  4  nonmetropolitan  regions  (plus 
Honolulu  and  Anchorage)  for  which  comparative  budget-based  indexes 
are  published  are  a  subset  of  the  sample  of  areas  in  which  prices 
are  collected  to  compile  the  National  Consumer  Price  Index  for 
urban  areas.   This  sample  was  selected  prior  to  the  last  revision  of 
the  CPI,  and  it  includes  all  Standard  Metropolitan  Statistical  areas 
with  a  I960  population  of  one  million  or  more,  plus  a  scientifically 
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selected  sample  of  smaller  areas.   The  area  sample  cannot  be  used  to  pro- 
vide State-by-State  comparisons  of  living  costs.  . 

The  budget  data  can  be  combined  to  produce  some  regional  estimates 
by  size  of  place.   Regionally  budget  costs  are  lowest  in  the  South, 
highest  in  the  West,  and  decline  with  size  of  place.   Indexes  as  of  spring 
1970  are  summarized  below: 
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No  information  is  available  from  the  BLS  program  on  urban/rural 
differentials  in  living  costs  or  price  levels. 

B.   What  accounts  for  the  variations 

As  a  matter  of  logic  it  might  be  expected  that  spatial  variations 
in  living  costs  would  result  principally  from  differences  in  shelter  costs 
which  are  affected  by  local  land  values,  those  service  components  which 
depend  on  local  supplies  of  labor,  and  taxes  at  State  and  local  levels. 
In  practice,  however,  it  is  difficult  to  quantify  the  relative  impact  of 
these  sources  of  variation  on  the  overall  differentials  in  budget  costs. 
Calculating  procedures  do  not  provide  separate  totals  for  all  of  the 
service  items,  or  for  the  different  kinds  of  taxes  included  in  the  budgets; 
hence  analysis  of  these  spatial  differentials  is  not  possible. 

Food  and  shelter  cost  differences  could  be  assessed.   Kendall 
Coefficients  of  rank  correlation  were  calculated  for  shelter  compared  with 
the  total  costs  of  consumption,  and  also  for  food  and  total  consumption. 
Although  shelter  accounts  for  only  a  fifth,  and  food  a  third,  of  the  total 
in  the  lower  budget,  the  correlation  coefficient  for  shelter  was  sub- 
stantially higher  than  for  food,  as  indicated  in  the  summary  below: 
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Ratio  of 
total  family 
consumption 

Kendall  Coefficient  of  rank  correlation 

Range  of  error  around 

Shelter 
Food 

.20 
.34 

.61 
.50 

.50-. 71 
.39-. 61 

Conceptually  budget-based  spatial  comparisons  were  designed  to 
answer  the  question,  "How  much  more  does  it  -cost  to  live  in  one  community 
than  in  another?",  rather  than  the  simpler  question:  "How  much  lower  or 
higher  are  prices  in  one  area  than  in  another  for  a  fixed  market  basket  of 
goods  and  services?"  The  approach  to  the  budget  measurement  problem  was  to 
describe  or  define  a  level  of  living  (e.g.,  the  "lower  level)  in  terms  of 
a  list  of  goods  and  services,  for  a  specific  family  type,  which  could  be 
priced  in  selected  locations.   For  a  number  of  the  components  of  family 
consumption,  the  items  priced  in  each'location  are  the  same.   For  other 
components  the  list  varies  from  place  to  place,  in  an  effort  to  reflect 
differences  in  the  conditions  of  living  in  each  place.   For  each  such 
variation,  a  judgment  was  made  by  the  budget  maker  that  it  represented  not 
an  identical,  but  an  equivalent  level  of  living  from  place  to  place. 

Variations  or  adjustments  to  effect  a  comparison  of  equivalent 
levels  are  incorporated  into  the  following  components  of  the  budget 

comparisons: 

Food  at  home:   Regional  variations  in  food  consumption  patterns. 
Shelter:   Climatic  differences  in  quantities  and  types  of  fuel  and 
utilities  consumed.      • 
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Transportation:   Size-of-place  differences  in  the  weights  for 

auto  ownership  and  usage. 
Clothing:   Climatic  differences  in  quantities  of  selected  items. 
Taxes:   Differences  in  outlays  determined  by  geographical 

differences  in  cost  of  the  consumption  items  and  by  State  and 

local  tax  regulations.   (Services  provided  for  taxes  not 

evaluated.) 

In  addition,  all  of  the  components  are  affected  by  variations  in 
the  budget  quantities  for  metropolitan  and  nonraetropolitan  areas. 

The  extent  to  which  judgment -based  variations  in  the  weights 
have  affected  the  spatial  indexes  has  not  been  documented  for  all  areas 
but  the  following  comparison  for  5  areas  (based  on  1969  intermediate 
budget  costs)  illustrates  the  magnitude  of  the  differences  from  this 
source: 


Indexes 

for 

total  consumption  costs 

Dallas,  Texas=100 

Based  on 

Based  on 

published 

constant 

(variable) 

(U.S.  urban  average) 

budget  weights 
117 

weights 

Boston 

114 

Detroit 

105 

102 

San  Francisco  • 

114 

112 

Small  Southern 

cities 

91 

91 
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II.  Various  measures  that  could  be  used  for  FAP  differentials  and  the 

requirements  to  develop  them. 

A.   Measurement  of  price  differences  in  various  places. 

One  method  for  measuring  living  cost  differences  from  place-to-place 
would  be  to  measure  differences  in  the  level  of  prices,  only  this  could 
take  the  form  of  inter-area  or  interspatial  price  indexes,  of  a  form 
similar  to  the  present  Consumer  Price  Index,  which  is  designed  to  yield 
a  measure  of  price  differences  over  time. 

The  present  CPI  does  not  yield  data  that  can  be  used  for  place-to- 
place  comparisons  of  prices.   The  major  reason  is  that  the  purpose  of  the 
CPI  is  to  generate  a  measure  of  changes  in  prices  over  time.   Thus,  a 
typical  price  comparison  entering  the  CPI  consists  of  prices  for  an 
identical  item  in  a  particular  retail  outlet,  gathered  in  successive 
months  or  quarters.   But  if  one  is  interested  in  price  differences  between 
two  cities,  the  CPI  prices  need  not  always  provide  direct  information  on 
this  question  because  the  varieties  of  items  selected  for  pricing  may  not 
be  the  same  in  the  two  cities,  and  also  because  the  retail  outlets  may 
not  be  comparable.   An  example  may  make  this  clear. 

To  make  the  example  as  simple  as  possible,  consider  only  two  cities 
(A  and  B) ,  one  product,  which  conies  in  at  least  two  varieties  (call  them 
1  and  2) ,*  and  we  have  two  time  period,  I  and  II.   In  present  CPI  practice, 


For  example,  if  the  product  is  a  refrigerator,  1  and  2  might  be  a 
frost-free  model  and  a  manual-defrost  type,  or  a  13-foot  size  and  a 
16-foot  size. 
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a  retail  outlet  is  chosen  for  pricing  and  the  item  and  variety  are 
selected  in  each  outlet.   Suppose  variety  1  is  selected  in  city  A  and 
variety  2  in  city  B.   Then  for  the  two  time  periods,  I  and  II,  we  have 
four  prices  gathered,  which  we  may  label  as  A^ ,  A-^  ,  B2 ,  I>2  .   In 
constructing  the  CPI  the  price  for  variety  1  in  city  A  in  the  first 
period  is  compared  with  the  identical  price  gathered  in  the  second 
period  (in  other  words,  it  compares  A^  with  A^  ),  and  the  same  comparison 
is  made  for  variety  2  in  city  B.  'These  data  are  adequate  for  measuring 

price  changes  over  time. 

However,  strictly  speaking,  an  index  of  place-to-place  price 
differences  would  need  the  price  of  either  variety  1  in  both  cities,  or 
variety  2  in  both  cities  (that  is,  either  A^  and  B^,  or  A2  and  B2)  in  any 
time  period  in  which  the  comparison  is  to  be  made.   If  one  were  to  base 
the  place-to-place  comparison  on  the  available  CPI  prices,  this  would 
result  in  a  comparison  of,  for  example,  A^  with  B2.   But  these  two  prices 
might  differ  mainly  because  one  variety  of  the  product  was  more  expensive 
than  the  other,  and  this  comparison  would  be  misleading  as  an  indicator  of 
price  differences  in  different  places. 

To  construct  an  index  of  prices  valid  for  place-to-place  comparisons, 
additional  pricing  should  be  instituted.   Also,  prices  collected  should 
represent  the  goods  and  services  purchased  by  the  kind  of  families  for 
whom  the  index  is  constructed.   For  an  index  of  the  traditioned  type,  the 
same  "market  basket"  would  have  to  be  priced  in  each  city  or  area  for  which 
place-to-place  indexes  are  to  be  computed.  Maintaining  comparability  of 
items  in  an  interspatial  Index  is  more  difficult  than  in  the  present  CPI. 
For  one  reason,  in  the  CPI  the  same  pricing  agent  normally  returns  to  the 
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store  in  the  second  pricing  period  and  examines  the  item  to  make  sure 
it  is  the  same  as  the  one  priced  earlier.   In  an  interspatial  index, 
this  important  personal  control  over  the  items  priced  would  probably 
not  be  possible.   Another  problem  arises  from  the  fact  that  there  is 
often  a  range  of  prices  on  the  same  item  in  different  outlets  in  the 
same  city.   Sometimes  the  higher-priced  outlets  may  be  providing 
additional  consumer  services.   But  if  one  happened  to  select  high-priced 
outlets  in  one  city  or  area  and  low-priced  in  another,  the  resulting 
index  would  give  a  misleading  impression  of  differences  in  prices  between 
two  areas . 

In  addition,  it  may  not  be  possible  to  find  the  same  varieties, 
housing  for  example,  in  each  area  for  which  the  interspatial  index  is 
to  be  computed.   This  is  exactly  analogous  to  the  quality  problem  in 
present  price  indexes.   Research  is  underway  on  methods  of  handling  this 
problem,  and  the  results  would  be  applicable  to  the  CPI  and  to  an  inter- 
spatial index. 
B.   Measuring  living  cost  differences  in  various  places. 

It  is  clear,  however,  that  a  measure  of  price  difference  only,  the 
traditional  form  of  price  comparison,  would  have  deficiencies  as  a  measure 
of  place-to-place  differences  in  living  costs.   An  important  defect  arises 
from  differences  in  consumption  patterns  caused  by  differences  (such  as 
climate)  in  the  areas  themselves  or  by  taste  differences.   It  may  be 
impossible,  for  example,  to  obtain  in  Miami  a  price  for  heavy  winter 
clothing  of  the  type  worn  in  northern  Minnesota.   These  problems  may  mean 
that  it  is  impossible  to  price  an  identical  market  basket  in  different 
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cities  and  some  compromise  may  be  necessary.   If  pricing  the  same 
market  basket  is  required,  it  is  quite  possible,  when  consumption 
patterns  differ,  to  find  that  pricing  a  Maine  market  basket  in 
California  indicates  prices  are  higher  in  California,  but  pricing  the 
California  basket  in  Maine  shows  higher  prices  in  Maine. 

The  problem  of  different  or  changing  consumption  patterns  is  also 
present  in  price  indexes  which  measure  price  change  over  time.   However, 
•it  promises  to  be  more  intractable  in  place-to-place  comparisons  because 
there  are  probably  greater  interspatial  differences  than  occur  over 
relatively  short  periods  of. time. 

Although  there  are  many  practical  and  conceptual  difficulties  in 
constructing  indexes  of  interspatial  price  differences,  such  measures 
would  be  feasible  with  present  knowledge.   The  present  price  gathering 
apparatus  of  the  CPI,  would  have  to  be  augmented  to  develop  an  expaned 
pricing  mechanism,  and  also  to  answer  through  conceptual  and  procedural 
difficulties  -  including  those  mentioned  above  and  others  not  discussed 
in  this  memorandum. 

An  alternative  measure  would  be  to  compute,  instead  of  an  inter- 
spatial price  index,  an  interspatial  index  of  the  true  cost  of  living. 
A  cost  of  living  index  differs  from  a  price  index  in  that  it  measures 
the  cost  of  a  constant  level  of  satisfaction,  rather  than  of  a  oonstant 
basket  of  goods  and  services.  Research  on  developing  a  cost  of  living 
index  is  now  underway  in  the  Research  Division  of  the  Office  of  Prices. 
Research  is  presently  oriented  toward  producing  a  cost  of  living  index 
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index  for  some  major  groups  of  consumer  expenditures  for  comparisons 

over  time,  but  the  results  could  also  be  applied  to  the  problem  of 

measuring  interspatial  living  cost  differences. 

It  should  be  emphasized  that  estimating  a  cost  of  living  index  is 

a  major  research  endeavor  and  final  results  vill  not  be  forthcoming  in 

the  immediate  future.   Many  difficult  problems  remain  to  be  explored. 

An  example  of  one  such  problem  is  differences  in  the  environment.   Since 

the  cost  of  living  index  seeks  to  measure  the  cost  of  a  constant  level 

.■ 
of  satisfaction,  one  cannot  ignore  the  fact  that  areas  differ  in  amenities, 

climate  and  other  factors.   Since  people  are  often  willing  to  accept  a 

smaller  income  to  live  in  more  desirable  areas,  the  cost  of  living  index 

must  take  these  factors  into  account.   However,  it  remains  true  that 

pricing  a  fixed  market  basket  for  interspatial  comparisons  does  not  avoid 

the  envirnnmental  problem,  it  merely  ignores  it. 

C.   Wage  or  income  differences  in  var-iois  places. 

Wage  or  income  differences  have  sometimes  been  suggested  as  a  proxy 
for  living  cost  differences  between  two  areas.   The  rationale  for  this 
idea  is  an  extension  of  the  famous  phrase  by  Adam  Smith,  who  wrote  that 
"The  whole  of  the  advantages  and  disadvantages  of  the  different  employ- 
ments of  labor  ...  must   ...  be  either  perfectly  equal  or  continually 
tending  to  equality."*  Thus,  if  some  areas  have  lower  prices,  applica- 
tion of  Smith's  principle  would  mean  that  we  should  expect  the  low-price 


*Wealth  of  Nations,  p.  99.   Smith  was  writing  of  occupational  choice 
within  an  area  or  region,  which  is  why  applying  the  idea  to  interarea 
differences  is  described  as  an  extension. 
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areas  also  to  have  lower  wages.   Otherwise,  the  whole  of  the  advantages 
would  not  he  equal,  and  we  would  expect  that  people  would  tend  to  move 
into  the  low-price  areas  (which  would  tend  to  depress  wage  levels) . 

There  are  several  reasons  why  one  should  not  accept  too  uncritically 
Smith's  principle  as  a  justification  for  using  wages  to  measure  living 
costs.   For  one,  the  principle  applies  to  equilbrium  situations.   In  a 
dynamic,  growing  economy,  disequilibrium  situations  are  more  often  en- 
countered, and  if  some  areas  have  surplus  labor  while  others  need  more 
workers,  wage  rates  will  reflect  these  stimuli  as  well  as  the  "advantages 
and  disadvantages"  of  the  respective  areas.  Another  is  that  Smith  very 
clearly  wrote  that  the  "whole  of  the  advantages  and  disadvantages"  must 
be  equal,  not  just  that  the  ratio  of  wages  to  prices  must  be  equal. 
Hence,  areas  that  are  particularly  attractive  may  continue  to  attract 

labor  even  if  wages  are  relatively  low  and  prices  relatively  high. 

t 

The  idea  that  wages  and  prices,  or  that  wages  and  the  cost  of  living, 
are  so  highly  correlated  that  one  can  be  used  as  a  proxy  for  the  other 
must  be  regarded  as  an  unproven  hypothesis,  rather  than  a  fact.   But  it 
is   one  that  deserves  exploration,  since  if  the  hypothesis  were  found  to 
be  approximately  correct,  it  would  be  far  easier  to  estimate  living  cost 
differences  from  available  wage  data  than  to  construct  either  interspatial 
price  indexes  or  interspatial  cost  of  living  indexes. 

There  is  a- great  body  of  literature  on  the  determinants  of  migration 
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which  is  indirectly  relevant  to  the  hypothesis  (most  of  the  migration 
literature  starts  from  the  hypothesis  that  migration  ought  to  be 
related  to  wage  differences  among  areas).   The  migration  literature 
has  found  that,  although  over  long  period  of  time,  migration  does 
proceed  from  low  wage  to  high  wage  areas,  wage  differences  are  not  a 
good  explanation  for  migration  over  shorter  intervals.   Not  unexpectedly, 
this  literature  has  found  that  the  migration  decision  is  a  complex  one 
that  must  take  into  account  a  range  of  factors. 

In  addition  to  the  points  raised  in  this  discussion,  it  should  be 
noted  that  the  us©  of  an  earnings-based  differential  would  fit  one  of 
the  objectives  of  the  welfare  reform  plan,  namely,  the  objective  of 
getting  people  off  welfare  rolls  and  on  to  payrolls. 
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Chart  1 

The  WIN  Program  Has  Not  Kept  Pace  With  Increases  in  the 

Welfare  Rolls 

Although  the  work  incentive  program  was  created  in  the  hope  that 
it  would  be  an  effective  tool  in  helping  welfare  recipients  to  achieve 
greater  economic  independence,  it  has,  in  fact,  had  very  little  impact 
on  the  welfare  rolls.  ^^ 

As  the  chart  opposite  illustrates,  in  the  period  since  the  WIN  pro- 
gram began  operating,  from  July  1968  to  March  1970,  there  was  an 
increase  in  the  number  of  families  receiving  AFDC  of  1,169,000.  The 
total  number  of  families  receiving  AFDC  in  December  1970  was 
2,552,000. 

During  the  first  2*4  years  of  the  WIN  program,  welfare  agencies 
determined  that  511,000  fathers,  mothers,  and  other  persons  over  age 
16  receiving  welfare  were  appropriate  for  referral  for  work  and  train- 
ing. However,  of  those  determined  to  be  appropriate,  only  398,000 
were  actually  referred.  And,  of  those  referred  by  welfare  agencies, 
only  229,000^  less  than  one-half  of  those  found  appropriate,  were  en- 
rolled in  the  work  incentive  program  by  the  Department  of  Labor. 
Finally,  only  20,000  AFDC  cases  closed  within  this  period  were  attrib- 
utable to  employment  or  increased  earnings  following  participation  in 
WIN. 
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Chart  2 

What  Happened  to  511,000  AFDC  Recipients  Found  Appropriate 

for  Referral  to  WIN 

Under  the  Social  Security  Act,  it  is  the  responsibility  of  State  wel- 
fare agencies  to  assess  welfare  recipients  to  determine  whether  they 
are  appropriate  for  referral  to  work  or  training  under  the  work  incen- 
tive program.  If  an  individual  is  found  to  be  appropriate,  he  or  she 
is  then  referred  to  the  Department  of  Labor  for  enrollment  in  WIN. 

However,  as  the  chart  opposite  illustrates,  nearly  one-fourth  of  the 
511,000  AFDC  recipients  found  appropriate  for  referral  in  the  first 
2y2  years  of  program  were  in  fact  never  referred  to  WIN.  One-third 
of  those  appropriate  for  referral  were  referred  by  welfare  agencies  but 
were  never  enrolled  in  the  program  by  the  Department  of  Labor. 
About  20  pecent  of  those  found  appropriate  were  still  enrolled  in  WIN 
on  December  31,  1970,  while  another  19  percent  had  been  enrolled  in 
WIN  but  had  dropped  out  with  or  without  good  cause.  Only  5  percent 
of  those  found  appropriate  had,  fully  completed  their  employability 
plans  under  the  WIN  program  and  were  in  jobs.  Surveys  indicate  that 
after  180  days,  one  out  of  five  of  these  individuals  placed  in  jobs  were 
no  longer  employed. 
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What  Happened  to  511,000 
AFDC  Recipients  Found 
Appropriate  for  Referral  to  WIN 

(Status  as  of  December  31, 1970) 


Employed 
•following 
completion 

of 
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Chart  3 
WIN  Dropouts 

The  chart  gives  a  breakdown  of  dropouts  from  the  work  incentive 
program  as  of  December  31, 1970. 

Of  the  120,000  individuals  who  have  terminated  from  the  WIN  pro- 
gram, 95,900  are  dropouts.  Of  these  dropouts,  24,500  were  terminated 
without  good  cause,  either  refusing  to  continue  in  the  program,  being 
separated  by  administrative  decision  for  misconduct,  or  else  they  could 
not  be  located. 

The  remaining  71,400  dropouts  are  categorized  as  leaving  the  pro- 
gram with  good  cause,  and  are  broken  down  in  the  following  manner : 

Illness  or  pregnancy 18,000 

Moved  from  area 8,400 

Child  care  not  available 12,000 

Other  good  causes 33,000 
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WIN  Dropouts 

(as  of  December  31,  1970) 


Pregnancy 

Moved  from 
area  g% 
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Chart  4 
Status  of  WIN  Enrollees 

This  chart  shows  the  status  of  the  106,200  enrollees  in  the  work 
incentive  program  as  of  April  30,  1971.  Of  these  individuals,  15,100 
were  awaiting  their  assignment  to  their  next  training  component, 
while  5,200  were  awaiting  their  first  assignment.  Another  7,400  indi- 
viduals had  completed  their  training  but  had  not  been  placed  in  jobs.. 
Together,  these  groups  constituted  28  percent  of  the  enrollees,  con- 
stituting what  the  Labor  Department  terms  the  "holding"  category. 
Persons  in  this  category  were  not  actually  receiving  any  training. 

By  far  the  largest  group  of  those  enrolled  in  WIN  were  engaged 
in  institutional  training,  which  is  composed  of  basic  education  (22,700 
persons)  and  institutional  skill  training  (25,900  persons).  They  re- 
ceived general  upgrading  of  their  education;  often  this  training  was 
not  related  to  skills  leading  to  employment.  Another  8,700  were  in 
orientation  and  assessment.  Together  these  groups  constituted  56  per- 
cent of  the  enrollees. 

On-the-job  training  constituted  about  iy2  percent  of  the  April 
enrollment,  with  1,400  individuals  so  placed. 

Special  work  projects  (public  service  employment)  constituted 
about  1  percent  of  the  enrollment,  with  1,100  participants. 

Finally,  in  a  trial  work  or  followup  status  there  were  12,900  par- 
ticipants. These  individuals  were  actually  on  jobs  but  continued  to  be 
under  the  supervision  of  the  WIN  program  for  a  90-  to  180-day  period. 

8 


351 


Status  of  WIN  Enrollees 

(As  of  April  30, 1971) 
106,000  Enrollees 


Trial 
Work  Period 

12% 


Employment- 
based  Training 

6% 
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Chart  5 

Few  WIN  Enrollees  Participate  in  Other  Labor  Department 

Manpower  Programs 

Although  the  Labor  Department  has  repeatedly  stated  that  it  has  a 
vast  array  of  manpower  programs  that  are  open  to  WIN  participants, 
only  a  small  proportion  of  WIN  enrollees  have  actually  participated  in 
other  manpower  programs.  As  of  December  31,  1970,  out  of  a  total. 
WIN  enrollment  of  109,000,  only  6,400  participants  were  enrolled  in 
other  manpower  programs. 

In  testimony  before  the  Finance  Committee  last  year,  Labor  De- 
partment officials  stated  that  much  greater  emphasis  was  to  be  given  to 
getting  WIN  participants  in  the  National  Association  of  Business- 
men's JOBS  program.  However,  currently  there  are  about  700  JOBS 
slots  being  used  by  WIN  participants  and  this  number  has  not  increased 
appreciably  within  the  last  6  months. 

10 
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Few  WIN  Enrollees  Participate  in 
other  Labor  Department 

Manpower  Programs 


WIN  enrollment: 
109,000  as  of 
Dec  31, 1970 


WIN  participants 
in  other  Labor 
Department 
programs:  6,400 
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Chart  6 
Waiting  Continues  To  Be  a  Major  Activity  of  WIN  Enrollees 

Waiting  for  training  or  placement,  known  as  the  "holding"  category 
under  the  WIN  program,  continues  to  be  a  major  component  of  the 
program.  About  27.800  participants  were  in  this  category  at  the  end  of 
April  1971,  including  5,200  individuals  who  were  awaiting  initial 
training;  7.300  individuals  who  were  waiting  between  training  com- 
ponents ;  7,800  individuals  who  were  waiting'  because  of  such  problems ' 
as  health  or  day  care ;  and  finally,  7,500  individuals  who  had  finished 
their  training  course  but  who  had  not  been  placed  on  iobs. 

The  nature  of  those  in  the  "holding"  category  has  changed  since 
January  1970  in  that  fewer  persons  are  now  waiting  for  initial  training 
than  18  months  ago ;  however,  more  participants  are  awaiting  place- 
ment following  completion  of  training. 

12 
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Wait)  ng  Cont  i  nues  to  be  a 
Major  Activity  of  WIN 
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21,700 


40600 


10,000 


27800 


56,800 


12,900 


Jan.  1970 


Apri  11971 
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Chart  7 
An  Increasing  Number  of  WIN  Trainees  Cannot  Find  Jobs 

Although  there  have  been  an  increasing  number  of  participants  in 
the  work  incentive  program  who  have  completed  training,  the  number 
of  trainees  in  jobs  has  remained  almost  constant  since  June  1970.  As  a 
result,  the  number  of  WIN  enrollees  who  completed  training  and  were 
awaiting  placement  grew  almost  threefold  between  June  1970  and 
April  1971. 

Detailed  figures  are  shown  in  the  appendix  on  table  7  (p.  53). 
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An  Increasing  Number  of  WIN 
Trainees  Cannot  Find  Jobs 


12,900 


12000 


2600 


TRAINEES    IN  JOBS 


ENROLLEES 
WHO  HAVE 
COMPLETED 
TRAINING  AND 
ARE  WAITING 
FOR  PLACEMENT 


7,400 


June  1970 


April  1971 
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Chart  8 

Registration  and  Work  Requirements 

Under  present  law,  all  "appropriate"  welfare  recipients  must  be 
referred  by  the  welfare  agency  to  the  Labor  Department  for  partici- 
pation in  the  work  incentive  program.  The  following  categories  of 
persons  are  statutorily  considered  inappropriate:  (1)  Children  who 
are  under  age  16  or  attending  school;  (2)  persons  who  are  ill,  inca- 
pacitated, or  of  advanced  age;  (3)  persons  so  remote  from  a  WIN 
project  that  their  effective  participation  is  precluded;  and  (4)  persons 
whose  presence  in  the  home  is  required  because  of  illness  or  incapacity 
of  another  member  of  the  household.  Persons  may  volunteer  to  par- 
ticipate  in  the  work  incentive  program  even  if  the  State  welfare  agency 
finds  them  inappropriate  for  mandatory  referral. 

Under  H.R.  1  recipients  who  are  found  available  for  work  would 
be  required  to  register  with  the  Labor  Department  under  the  OFF 
program  as  a  condition  of  eligibility  for  welfare.  They  would  be  found 
available  for  work  unless  they  fit  within  category  1,  2,  or  4  above  or 
within  one  of  these  additional  categories  added  by  the  bill:  (1)  A 
mother  or  other  relative  of  a  child  under  the  age  of  6  who  is  caring 
for  the  child  (beginning  July  1, 1974,  mothers  with  children  under  age 
3)  ;  and  (2)  the  mother  in  a  family  in  which  the  father  registers. 
As  under  present  law,  an  individual  not  required  to  register  may  do  so 
voluntarily. 

Last  year's  Senate  bill,  like  H.R.  1,  would  have  required  registration 
of  employable  welfare  recipients  with  the  Labor  Department  as  a  con- 
dition of  welfare  eligibility;  the  Senate  bill  would  in  effect  have  re- 
quired that  at  least  15  percent  of  the  registrants  in  each  State  actually 
participate  in  the  work  incentive  program.  No  such  requirement  ap- 
pears in  H.R.  1. 

The  1970  Senate  bill  would  also  have  established  clear  statutory 
direction  in  determining  which  individuals  would  receive  employment 
or  training  by  generally  requiring  the  Secretary  of  Labor  to  accord 
priority  in  the  following  order,  taking  into  account  employability 
potential:  (1)  Unemployed  fathers;  (2)  dependent  children  and  rela- 
tives age  16  or  over  who  are  not  in  school,  working,  or  in  training; 
(3)  mothers  who  volunteer  for  participation;  (4)  individuals  working 
full  time  who  wish  to  participate;  and  (5)  all  other  persons. 

Thus  under  the  Finance  Committee  amendment  no  mother  would 
have  been  required  to  participate  until  every  person  who  volunteered 
was  first  placed.  H.R.  1,  on  the  other  hand,  would  give  the  Secretary  of 
Labor  complete  discretion  in  determining  which  categories  of  recip- 
ients would  be  given  employment  and  training  under  the  program, 
with  the  one  exception  that  priority  be  given  to  mothers  and  pregnant 
women  under  19  years  of  age. 

The  penalty  for  refusal  to  participate  in  work  or  training  is  gener- 
ally the  same  under  both  bills.  The  Senate  bill,  like  existing  law,  would 
require  a  cutoff  of  welfare  benefits  after  Labor  Department  notification 
of  refusal  to  participate  without  good  cause.  Under  H.R.  1,  the  Labor 
Department  alone  would  be  able  to  cut  off  the  payments  of  an  indi- 
vidual who  refused  to  participate. 
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Registration  and  Work  Requirements 

1970  Senate  Bill  H.  R.  1 

>  Registration  required     •  Registration  required 

unless  person  is  unless  person  is 

-child  under  16  (or under  -child  under  16(or  under 

21  attending  school)  22  attending  school ) 

-ill,  disabled,  aged  -ill,d?sabled,  aged 

-too  remote  from  -mother  in  family  where 

training  project  father  registers 

-caring  for  ill  member  -caring  for  ill  member 

of  household  of  household 

-mother  of  child  under  -mother  of  child  under  3 

g  (under  6  until  1974) 

»  Registrants  must  be  •  Priority  must  be  given 

placed  in  work  or  training  to  mothers  and  pregnant 

following  these  priorities-  women  under  19  years 

l)unemployed  fathers  old;  otherwise, 

2)dependent  children  and  Secretary  determines 

relatives  16orover  who  who  he  will  train  and 

are  not  in  school  working  j n  what  order  of 

or  in  training  priority 
3)mothers  who  volunteer 

to  participate 

4)all  other  persons 

•  Payment  stopped  for      •  Same 
refusal  to  participate 
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Chart  9 

Work  and  Training  Provisions — 1 

A  major  criticism  of  the  "Work  Incentive  Program  as  administered 
by  the  Labor  Department  has  been  the  lack  of  development  of  on-the- 
job  training  and  public  sendee  employment,  and  the  frequent  lack  of 
relationship  between  WIN  training  programs  and  local  labor  market 
needs. 

The  1970  Senate  bill  would  have  required  that  40  percent  of  the 
funds  spent  for  the  Work  Incentive  Program  be  for  on-the-job  train- 
ing and  public  service  employment.  Under  H.R.  1  the  Secretary  of 
Labor  would  decide  what  kind  of  training  would  be  emphasized  under 
the  program  and  how  training  funds  would  be  allocated.  The  Senate 
bill  would  have  provided  that  training  funds  be  allocated  among  the 
States  on  the  basis  of  the  number  of  registrants  for  work  and  training. 
The  bill  would  also  have  required  the  Secretary  of  Labor  to  establish 
local  labor  market  advisory  councils  whose  function  was  to  identify 
present  and  future  local  labor  market  needs ;  the  findings  of  these  coun- 
cils would  have  served  as  the  basis  for  local  WIN  programs.  H.R.  1 
provides  for  local  advisory  committees  to  report  on  the  "effectiveness 
of  the  training  and  employment  programs." 

The  1970  Senate  bill  would  have  encouraged  the  expansion  of  public 
service  employment  by  providing  100-percent  Federal  funding  for  the 
first  year  and  90-percent  Federal  funding  of  costs  in  subsequent  years. 
If  the  public  service  employment  project  was  in  effect  less  than  3  years, 
Federal  sharing  for  the  first  year  would  have  been  cut  back  to  90 
percent. 

H.R.  1  provides  for  a  public  service  employment  program  which  con- 
templates job  opportunities  for  200,000  people  a  year.  During  the  first 
year  of  the  program,  fiscal  1973,  an  authorization  of  not  more  than 
$800  million  would  be  provided ;  the  amounts  for  later  years  are  not 
stated.  Federal  participation  in  the  cost  of  an  individual's  participa- 
tion in  a  public  service  employment  program  would  be  100  percent  for 
the  first  year  of  his  employment,  75  percent  for  the  second,  and  50 
percent  for  the  third. 

As  an  incentive  for  employers  in  the  private  sector  to  hire  individuals 
placed  in  emplovment  through  the  Work  Incentive  Program,  the  1970 
Senate  bill  would  have  provided  a  tax  credit  equal  to  20  percent  of  the 
wages  paid  to  these  individuals,  during  their  first  12  months  of  em- 
ployment, to  be  at  least  partially  recaptured  if  the  employer  terminated 
employment  of  an  individual  during  the  first  24  months  of  his  employ- 
ment. This  recapture  provision  would  not  apply  if  the  employee  be- 
came disabled  or  left  work  voluntarily.  No  such  tax  incentive  provision 
is  provided  in  H.R.  1. 
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Work  and  Training  Provisions  -1 

1970  Senate  Bill  H.  R.  1 


•40%  of  funds  to  be 
spent  on  employment- 
based  training  (OJT, 
public  service  employ- 
ment); training  funds 
allocated  based  on 
number  of  registrants 
for  workand  training 

•  For  public  service 
employment,  100% 
Federal  funding  for 
first  year  and  90%  in 
subsequent  years? 
matching  for  first  year 

reduced  to  90%  if 
project  in  effect  less 

than  3  years 

•Tax  credit  foremployer 
equal  to  20%  of  first 
year's  wages  of  WIN 
participant  in  OJTor 
regular  employment 

if  employment  con- 
tinues at  least  two 
years 


•Secretary  of  Labor 
decides  what  kind  of 
training  to  provide 
and  how  training 

funds  will  be 
allocated 


•For  public  service  employ- 
ment,  100%  Federal 
funding  for  individuals 
first  year  of  employment 
75%  for  second  year; 
50% for  third  year; 
no  Federal  funding 
thereafter 

•  No  provision 
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Chart  10 
Work  and  Training  Provisions — 2 

H.R.  1  would  centralize  responsibility  for  the  provision  of  sup- 
portive services  (those  services  necessary  for  an  individual  to  par- 
ticipate in  work  or  training)  in  the  Department  of  Labor,  and  would 
provide  that  they  be  federally  financed  and  administered.  On  the 
other  hand,  the  1970  Senate  bill  had  approached  the  problem  by  vari- 
ous mechanisms  which  would  coordinate  Labor  and  HEW  activities 
at  the  local  and  national  level,  and  by  increasing  the  Federal  match- 
ing share  for  training  and  supportive  services  to  90  percent.  The" 
Senate  bill  would  have  required  that  a  joint  HEW-Labor  committee 
be  set  up  to  assure  that  WIN  forms,  reports,  and  other  matters  were 
handled  consistently  between  the  two  Federal  departments ;  that  local 
welfare  agencies  set  up  units  with  the  responsibility  for  arranging 
supportive  services  for  WIN  participants ;  and  that  local  welfare  and 
manpower  agencies  set  up  joint  operational  plans  specifving  the  kinds 
of  training  to  be  provided  and  the  kinds  of  job  development  to  be 
undertaken.  In  addition,  the  Senate  bill  would  have  required  local 
welfare  and  manpower  agencies  to  jointly  develop  employ  ability  plans 
for  individuals  to  assure  that  individuals  received  the  necessary  sup- 
portive services  and  preparation  for  employment  without  unnecessary 
waiting. 

Last  year's  Senate  bill  would  not  have  changed  the  provision  of 
present  law  involving  the  administrative  responsibility  for  the  man- 
power portions  of  the  work  incentive  program.  Though  the  Secretary 
of  Labor  has  this  statutory  responsibility,  the  program  is  actually 
administered  bv  State  employment  service  offices.  In  the  House  report 
on  H.R.  1,  the  Ways  and  Means  Committee  had  this  comment : 

Such  authority  and  responsibility  under  the  new  program  is  clearly  lodged 
with  the  Secretary  of  Labor,  not  in  an  office  of  a  State  or  local  government. 
The  Secretary  could  never  be  limited  in  carrying  out  his  responsibilities  by 
decisions  made  at  those  levels.  While  the  WIN  program  has  helped  some  recipi- 
ents to  become  independent,  it  was  a  mistake  to  rely  solely  on  State  agencies  in 
the  administration  of  the  program.  For  under  those  circumstances  it  is  not 
possible  to  hold  the  Secretary  of  Labor  entirely  responsible  for  the  results. 
Under  the  bill,  however,  this  responsibility  could  not  be  avoided. 

Your  committee  would  give  the  Secretary  of  Labor  the  authority  to  administer 
the  program  in  whatever  manner  will  achieve  the  greatest  results  in  reducing 
dependency.  If  he  believes  a  particular  State's  employment  service  is  the  most 
effective  instrument,  he  is  authorized  to  use  it.  But  first  he  must  satisfy  himself 
that  that  agency  or  any  other  non-Federal  agency  can  do  the  job  and  achieve 
the  necessary  results.  If  no  agency  is  available  that  meets  his  standards  of 
performance  the  Secretary  should  administer  the  program  directly. 

The  Senate  bill  would  have  continued  the  WIN  training  allowance 
under  existing  law  of  up  to  $30  monthly.  Under  H.R.  1,  this  amount 
could  be  hiarher  if  his  allowances  under  the  Manpower  Development 
and  Training  Act  would  be  more  than  $30  higher  than  his  Federal 
OFF  pavment  plus  any  State  or  local  supplementary  payment.  It 
appears  that  in  about  half  the  States,  this  provision  would  result  in 
a  monthly  training  allowance  of  more  than  $30. 
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Work  and  Training  Provisions  -2 


1970  Senate  Bill 

•  Federal  matching  for 
training  raised  from 
80%  to  90%;  matching 
for  supportive  services 
raised  from  75%  to  90% 

•Supportive  services 
provided  by  separate 
unit  in  welfare  agency; 
in  coordination  with 
manpower  agency 

•Training  allowance  of 
up  to  $30  a  month 

•Secretary  of  Labor 
statutorily  responsible 
for  WIN  program; 
program  actually 
administered  by 
State  employment 
service  offices 


H,R,1 

#  100%  Federal  funding 
of  training  and 
supportive  services 


•Supportive  services 
provided  by  Secretary 
of  Labor 


•Training  allowance  of 
at  least  $30  a  month 

•  House  report  states  that 
if  Secretary  finds  State 
employment  service  is  not 

meeting  his  standards  of 
performance,  there  will  be 
direct  Federal  administra- 
tion or  administration 
by  another  non- Federal 
agency 

21 


364 


Chart  11 
Labor  Department  Plans  for  OFF  Registrants 

The  administration  has  estimated  that  in  fiscal  1973  there  will  be 
approximately  2.6  million  families  in  which  at  least  one  of  the  mem- 
bers is  deemed  available  for  employment  and  registered  with  the  Labor 
Department  for  work  and  training.  Thus  there  will  be  at  least  2.6  mil- 
lion registrants ;  of  course,  a  number  of  these  families  will  have  two  or 
more  members  who  will  have  to  register  under  the  OFF  program. 

The  Labor  Department  contemplates  providing  200,000  public  serv- 
ice employment  jobs  and  training  opportunities  for  slightly  over 
400,000  individuals  in  fiscal  year  1973.  This  leaves  about  2  million 
registrants  under  the  program  for  whom  no  particular  plans  have  been 
made.  Quite  a  large  number  of  them  presumably  will  continue  in  their 
present  jobs  with  income  supplementation  under  H.R.  1 ;  75,000  train- 
ing slots  have  been  allowed  for  the  job  upgrading  of  the  working  poor. 

The  Labor  Department  stresses  that  other  training  opportunities 
will  be  made  available  under  other  manpower  legislation.  If  the  expe- 
rience with  the  WIN  program  indicates  the  course  of  the  new  program, 
this  may  not  be  a  substantial  number  since  only  about  6  percent  of 
WIN  enrollees  are  participating  in  other  manpower  programs. 
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Labor  Department  Plans  for 
OFF  Registrants 


Fiscal  year  1973 


Total:  2.6  million 
registrants 


2.0  million: 
no  particular 

plans 


0.2millon:  public 
service  employment 

0.4million; 
training  programs 
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THE  WORK  INCENTIVE  PROGRAM  AND  RELATED 
PROVISIONS  OF  H.R.  1 

Present  law 

The  work  incentive  program  was  created  by  the  Congress  as  part  of 
the  Social  Security  Amendments  of  1967.  It  represents  an  attempt 
to  cope  with  the  problem  of  rapidly  growing  dependency  on  welfare 
by  dealing  with  the  three  major  barriers  which  prevented  many  of 
the  women  who  headed  families  on  welfare  from  becoming  financially 
independent  by  working : 

1.  Many  recipients  lacked  the  skills  necessary  to  find  employ- 
ment in  today's  labor  market ; 

2.  Day  care  was  largely  unavailable  for  the  children  of  mothers 
on  welfare  who  wished  to  work ;  and 

3.  Welfare  reductions  which  generally  equalled  net  wages  pro- 
vided little  incentive  to  work. 

The  1967  Social  Security  Amendments  dealt  with  each  of  these  barriers, 
establishing  the  new  work  incentive  program  for  families  receiving 
welfare  payments  administered  partly  by  State  welfare  agencies  and 
partly  by  the  Department  of  Labor. 

Referral  for  work  and  training.— -The  State  welfare  agencies  were 
to  determine  which  welfare  recipients  were  appropriate  for  referral 
for  work  and  training,  but  they  could  not  require  participation  from 
persons  in  the  following  categories : 

1.  Children  under  age  16  or  going  to  school; 

2.  Persons  with  illness,  incapacity,  advanced  age,  or  such  re- 
moteness from  a  project  that  they  would  be  precluded  from  effec- 
tive participation  in  work  or  training ;  or 

3.  Persons  whose  substantially  continuous  presence  m  the  home 
is  required  because  of  the  illness  or  incapacity  of  another  member 
of  the  household. 

For  all  those  referred,  the  welfare  agency  is  required  to  assure  neces- 
sary child  care  arrangements  for  the  children  involved.  An  individual 
who  desires  to  participate  in  work  or  training  is  to  be  considered  for 
assignment  and,  unless  specifically  disapproved,  is  to  be  referred  to 
the  program. 

Work  and  training  program. — Under  the  law  the  Secretary  ot  Labor 
establishes  an  employability  plan  for  each  person  referred.  Persons 
referred  by  the  State  welfare  agency  to  the  Department  of  Labor 
must  be  handled  according  to  three  priorities.  Under  the  first  priority 
the  Secretary  of  Labor  places  as  many  persons  as  possible  without 
further  preparation  in  employment  or  on-the-job  training. 

Under  the  second  priority,  all  persons  found  suitable  receive  train- 
ing appropriate  to  their  needs  and  up  to  $30  a  month  as  a  training  in- 
centive payment.  After  training  as  many  persons  as  possible  are  placed 
in  regular  employment.  . 

Under  the  third  priority,  the  employment  office  is  required  to  make 
arrangements  for  special  work  projects  (public  service  employment) 
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to  employ  those  who  are  found  to  be  unsuitable  for  the  training  and 
those  for  whom  no  jobs  in  the  regular  economy  can  be  found  ft  the 
ime.  These  special  projects  are  to  be  set  up  by  agreement  bet  en 
the  employment  office  and  public  agencies  or  nonprofit  private  agencTes 
organized  for  a  public  service  purpose.  It  is  required  that  workers 
receive  at  least  the  minimum  wage  (but  not  necessarily  the  prevailing 

ZTl  Tth!J?rk  *^y  PCItrm  I8  COvered  under  a  minimum  wag! 
statute.  In  addition,  the  work  performed  under  special  projects  mfy 
not  result  in  the  displacement  of  regularly  employed  workers 

A  central  idea  of  the  public  service  employment  program  is  that  in 
most  instances  the  recipient  would  no  longer  receive  a  check  from  the 
welfare  agency.  Instead,  he  would  receive  a  payment  from  an  em- 
ployer for  services  performed.  The  entire  check  would  be  subject  to 
income,  social  security,  and  unemployment  compensation  taxes,  thus 
assuring  that  the  individual  would  be  accruing  rights  and  respon- 
sibility jusl  as  other  working  people  do.  In  those  caies  where  an  em- 
ployee receives  wages  which  are  insufficient  to  raise  his  income  to  a 
level  equal  to  1)  his  welfare  check  plus  (2)  20  percent  of  his  wages, 
a  welfare  check  equal  to  the  difference  would  also  be  paid.  In  these 
instances  the  supplemental  check  would  be  issued  by  the  welfare  agency 
and  sent  to  the  worker.  s       •* 

Penalty  for  refusal _  to  participate.— A  refusal  to  accept  work  or 
undertake  training  without  good  cause  by  a  person  who  has  been 
referred  must  be  reported  back  to  the  State  agency  by  the  Labor 
Department;  and  unless  such  person  returns  to  the  program  within 
60  days  (during  which  he  would  receive  counseling),  his  welfare  pay- 
ment is  required  to  be  terminated.  Protective  and  vendor  payments 
are  to  be  continued,  however,  for  the  dependent  children  to  protect 
them  from  the  faults  of  others.  Very  little  information  is  available 
as  to  how  many  people  have  lost  payments  under  this  provision  (al- 
though it  would  appear  that  very  few  recipients  have)  and  the  extent 
to  .which  protective  or  vendor  payments  have  been  used. 

Non-Federal  share.— The  States  have  to  meet  20  percent,  in  cash  or 
in  kind,  of  the  total  cost  of  the  manpower  training  program  (excluding 
the  specif  arrangements  related  to  public  service  employment) 

Earned  income  disregard,- -Under  the  1967  amendments  the  earned 
income  of  each  child  recipient  who  is  a  full-time  student,  or  is  a  part- 
time  student  not  working  full  time,  is  excluded  in  determining  need 
for  assistance  In  the  case  of  any  adult  or  child  who  is  not  a  student, 
the  first  $30  of  earned  income  plus  one-third  of  the  remainder  of  such 
income  for  the  month  is  disregarded. 

Impact  of  the  Work  Incentive  Program  During  Its  First 
Two  and  One-Half  Years 

t  JfU1^nLWe^e  first  appropriated  for  the  work  incentive  program  in 
duly  1968.  Operations  under  the  program  since  that  time  have  been 
disappointing,  and  it  has  had  almost  no  impact  on  soaring  welfare 
rolls.  According  to  administration  figures  511,000  welfare  recipients 
were  found  appropriate  for  referral  to  the  work  incentive  program 
through  December  1970.  However,  22  percent  of  those  found  appro- 
priate were  never  actually  referred  to  the  work  incentive  program- 
and  another  33  percent  were  referred  but  not  enrolled.  Of  the  229,000 
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actually  enrolled  in  the  work  incentive  program  between  July  1968 
Tnd  Tanuarv  1970  about  96,000  enrollees  (42  percent  of  the  total)  had 
dropped  out  of  the  program;  24,000  were  employed  following  the  com- 
2  of  their  trailing ;  and  109,000  were  still  in  training  or  in  "ho  d- 
g S 'status  (that  is,  wilting  for  training  or  placement)  During  this 
same  period,  the  number  of  families  on  welfare  increased  by  1,169,000. 

Auerbach  report  . 

In  1969  the  Department  of  Labor  contracted  with  the  Auerbach 
Corp  to  study  the  operations  of  the  work  incentive  program.  The 
Auerbach  Corp.  conducted  onsite  evaluations  in  23  cities. and  pub- 
lished a  detailed  report  on  each,  as  well  as  an  overall  appraisal  ot  the 
work  incentive  program.  The  overall  report  has  been  reproduced  by 
The « Jtee  in  a  "committee  print.  The  Auerbach  report  details  the 

dow  Sopment  of  the  work  incentive  program  and  its  lack  of  im- 

Pf  On-'hetb^Ltg,  highly  desirable  because  of  its virtual  guar- 
antee of  employment  upon  successful  completion  of  teaming,  has  been 
largely  ignored  under  the  work  incentive  program.  ., 

2  SoSial  work  projects  (public  service  employment)  also  piovide 
actua*Pemplovment  fo  ■  welfare  recipients;  although  required  by  aw 
to  be  established  in  all  States,  only  one  State  has  implemented  this 

^r'llTk^f  dt^rnaTIad  a  great  inhibiting  effect  on  welfare 

TlS&tStET^  and  employment  agencies 

TSJ&tl^ion  has  been  a  serious  problem  for 
many  wk°  projl&eciing  the  enrollees'  ability  both  to  participate 

'T^foT^^m^^Z^  (physical  examinations  and 
ability  To  remedy  tier"  Lalth  problems)  has  been  cited  as  a  major 

^Commenting  on  the  need  for  job  development,  the  Auerbach 

COrP'  Although  the  WIN  concept  is  built  around  jobs  for  welfare 
recipient?  there  has  been  little  investigation  of  the  labor  market 
toTtermine  exactly  where  and  how  obs  can  be  obtained,  and 
low  many  objure  Actually  available  or  likely  to  become avail- 
able for  WlN  enrollees.  Now  that  the  program  is  uMerwaj, 
there  is  a  growing  feeling  among  local  WIN ^staff  that  many 
narHcinante  women  in  particular,  will  not  obtain  joos  in  ine 
Xeady  %htly  restricted  market  existing  in  many  communities. 
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376 
Comparison  of  1970  Senate  Bill  and  H.R.  1 

1.  Children  who  are  under  age  16  or  attending  school  • 

2.  Persons  who  are  ill  incapacitated,  or  of  advanced  a-e  ■ 

3.  Persons  so  remote  from  a  WIN  rmWt  tw  X  ■ g  2*    .• 
participation  is  precluded  ;a™d  P    J  at  their  efctlve 

4.  Persons  whose  presence  in  the  home  is  reauired  Wsmoo  ^ 
illness  or  incapacity  of  another  member  of  the^SSSnoid 

evenTthT^w'ir  t0  Parti<»J>a?  *  the  work  kSve program 
to^Sal  ^^  agenCJ  finds  them  inaPPropriate  fo^nSa 

gram  as  a  condition  of  eligibility  for  welfare  Thev  ™,L  W  pr°; 
available  for  work  unless  tLy  fit^tM^S^oSgriS ^  "^ 

1.  Children  who  are  under  age  16  or  attending  school  • 

f'  TW*  ^°  are  lU'  m<»P"*ated,  or  of  Advanced  age- 
3    Persons  whose  presence  in  the  home  is  required  because  of 

^  LT^V  an1°ther  member  of  the  household l 
4.  A  mother  or  other  relative  of  a  child  under  the  am*  nf  fi  TOu 
is  caring  for  the  child   (beginning  Julyl    1974   Others  wkh 
children  under  age  3)  ;  and  ,  ^-*,  momeis  witft 

™     *  5'  r he  m^her  in  a  f  amilV  in  which  the  father  registers 

o^  i  -li f  j     ■     ?        7;  lne  Talmadge  amendment  from  which  thp  SPn 

iiu  iieeu  to  require  a  tull-time  employee  to  leave  work  in  order  tn  nnHor 

SiSSriS?.?0^  ^^^  be  e"pl°^-  The  Senate  bin  would  haw 
pXtea tet  1 \T l1RPerCen,t-°f  the  "P*™*  »  each  State actuaUy 
peTSaB  1  *  m0eDtlVe  PTOgram-  No  swh  requirement  ap- 

H 3e  Sj1ate  *?i1-1  W0UH  a,so  hare  established  a  clear  statutory  dircc 
tion  in  determining  which  individuals  would  receive  emnlovment  „r 

Priori"!  ib„ytr?o'n,y -"""t8  th?.S— tary  of  iZ^ZZlrt 
potential !  foll°™"g  order,  taking  into  account  employability 


potential 

.  Unemployed  fathers; 


a'  ^wtra  Wh°  volunteer  for  Participation :  and 
4.  All  other  persons. 
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TVmm  under  the  Senate  bill  no  mother  would  be  required  to  participate 
Sl\Terv person  X  volunteered  was  first  placed.  H.R  1,  on  the 
otter  hand  Settle  Secretary  of  Labor  complete  discretion  m  deter- 
^r^Va  which  cateo-ories  of  recipients  will  be  given  employment  and 
Stw  with  the  one  exception  that  a  priority  is 
Ih  Jr,  tS  mothers  and  pregnant  women  under  19  years  of  age 
g  T 'he  iXsal  to  work  o?  train  requirements  are  virtually  the  same 
lne  retusa     o  bill,  as  existing  law,  requires  Health, 

Statiof  ,ndW^^4  benefits  after  Labor  Department 

training  Droorams  and  local  labor  market  needs. 

HRgl  provides  a  public  service  employment  program  which ,  con- 
templates^ opportunities  for  200.000  peop  e  »^%^™£$;  JSf 
wTr  of  the  program  (fiscal  1973)  an  authorization  of  up  to  $800  mil- 
bon  would  be  provided.  The  amounts  for  later  years  are  unstated 
Pubhrservice  Ss  would  be  related  to  the  fields  of  hea  th,  social 
serv ice  Environmental  protection,  education,  urban  and  rural  develop- 
SSSopmeiS,  welfare,  recreation,  public  facility,  and  simi- 


lar  activities  Secretarv  of  Labor  would  establish  the  ipro- 

gramsdetLbough ^te'o^Ste  with  public  or  nonprofit  agencies 
a nd  wovdd  rovide  safeguards  for  workers  on  such  jobs.  Under  H.R  1 
wateTcould  not  be  less  than  the  higher  of  the  prevailing  or  applicable 
minTmnm  wage  or  the  Federal  minimum  wage,  whether  or  not  the 
FeSmSmum  wage  is  applicable  to  the  specific  job  Under  the 
Senate  bUl  a  Sunder  existing  law,  for  special  work  projects,  no  wages 
could  be   Sa.  the  applicable  minimum  wage  for  the  particular 


work  concerned. 


^"rticipation  in  the  costs  of  an  individual's  Pupation 
in  a  rmblic  service  employment  program  under  H.R.  1  would  be  iui 
percent  for  the  first  year  of  his  employment,  75  percent  for  the  second 
year,  and  50  percent  for  the  third  year. 

y  The  1970  Senate  bill  would  have  required  that  40  Pe^ent  °*  [^ 
funds  snent  for  the  work  incentive  program  be  for  on-the-job  training 
and nutmc service  employment.  The  Senate  bill  would  also  have  re- 
E^to  sSStary  of  Labor  to  establish  local  labor  market  advisory 
Z^ ^tuition  would  be  to  iW^^^S 
laW  market  needs  (H.R.  1  provides  for  local  ad\isory  committees 
to  r^poTt on ^^  the  "effectiveness  of  the  training  and  employment  pro- 
tram^  and  related  provisions.)  The  findings  of  this  council,  under  the 
lenTte  bill  would  mave  to  serve  as  the  basis  for  g^g 
under  the  work  incentive  program  to  assure  that  training  was  related 

to  actual  labor  market  demands.  DTnfl„-nT1  of  public 

Tbe  Senate  bill  would  also  have  encouraged  the  expansion  ol  puoiic 

ser^^plS^programs  by  providing  100-percent  Federal Jund- 

ing  f or  Jhe  Sst  year  and  90-percent  Federal  sharing  of  the  costs  m 
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tirifv  r  apis if  the  empi°^  ^2  SToKir 

tariK  No  such  tax  incentive  provision  is  provided  in  H  R   1 

Federal  Administration  of  the  WIN  m-nnrl,™      ti,  i  i 

program  coordination  between  the  Department  oTFaW  ?tt e"V>°f 

and    ocal  level,  has  plagued  the  WIN  program  since  its  incentfnn 

mg  rah:rinarth:nnm  coordinf ing  *" ^  ^&kk 

program,  and  m  the  provision  of  supportive  services  Moreover  -or™ 

WIN'' .  reP°rt  °n  RR  *  states  ™<*er  the  heading  "Federalizing 

Such  authority  and  responsibility  under  the  new  proo-ram  k 
clearly  lodged  Wlth  the  Sec  of  Lab       ^^J^of 

State  or  local  government.  The  Secretary  could  never  be  limited 

levefs  Thfle°tL  WTNP°nSibilititS  b'I  ^[°™  made  a" 
levels.   While  the  WIN  program  has  helped  some  recipients  to 

become  independent,  it  was  a  mistake  to  rely  solely  on  S  Sen 
cies  in  the  administration  of  the  program:  For  imder  those  d?" 
cumstances  it  is  not  possible  to  hold  the  Secretarv  o     Labor 
entirely  responsible  for  the  results.  Under  the  bill,  however  tMs 
responsibility  could  not  be  avoided  -uowever,  this 

Your  committee  would  give  the  Secretary  of  Labor  the  author 
ity  to  administer  the  program  in  whatever  manne?  will  achieve 

ttufarestP'f UltB  I"  TedTng  d^^J-  «  he  belli  a  pa" 
ticular  States  employment  service  is  the  most  effective  instru- 

ffi  1S  ^horned  to  use.  But  first  he  must  sat?s  y  hSf 
that  that  agency  or  any  other  non-Federal  agency  can  do  the  job 
and  achieve  the  necessary  results.  If  no  agencv  is  available  that 
^^^^^f^^  ^  &&*  should^dm^ 
H.R   1  also  centralizes  responsibilitv  for  the  provision  of  dav  care 

That  thev  b7fPdrtRn  Se,rVlCeS  *?  th^rtment  £  Labor  and  provSes 
that  they  be  federally  financed  and  administered.  On  the  other  hand 

wo.fd  6  ^  ^rThed  the  Problem  h?  va™us  mechanisms  wMch 
would  coordinate  Labor  and  HEW  activities  at  the  local  and  national 
level,  and  by  increasing  the  Federal  matching  share  for  trainband 

hTr  oIntSeHrnhSht0^0  PefCent-  T,he  Senat^i]1  would  hav^^ird 
up  o  assurp  £&tl0n'  and  Welfare-Labor  committee  be  set 
up  to  assure  that  WIN  forms,  reports,  and  other  matters  were  handled 
consistently  between  the  two  Federal' departments,  thai  meal  welfare 
agencies  set  up  units  with  the  responsibility  for  arranging  supportive 
services  for  WIN  participants,  and  that  local  welfare*  d  manpowe? 
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agencies  set  up  joint  operational  plans  which  would  specify  the  kinds 
of  training  to  be  provided  and  the  kinds  of  job  development  to  be 
undertaken.  In  addition,  the  Senate  bill  would  have  required  local 
welfare  and  manpower  agencies  to  jointly  develop  employability  plans 
for  individuals  to  assure  that  individuals  receive  the  necessary  sup- 
portive services  and  preparation  for  employment  without  unnecessary 

Parted  income  disregard.— -Under  present  law  States  are  required,  in 
defennTning  neTd  for  AFDC,  to  disregard  the  first  $30  monthly  earned 
bv  an  adult,  plus  one-third  of  additional  earnings  Costs  related  to 
work  (such  as  transportation  costs)  are  also  deducted  from  earnings  in 
calculating  the  amount  of  the  welfare  benefit. 

Two  problems  have  been  raised  concerning  the  earned-income  dis- 
regard under  present  law.  First,  Federal  law  neither  defines  nor  limits 
what  may  be  considered  a  work-related  expense   and  under  _the  very 
broad  definition  in  Health,  Education,  and  Welfare  regulations  this 
has  led  to  a  great  variation  among  States  and  to  some  cases  of  abuse 
A  woman  in  Calif  ornia  was  apparently  able  to  successfully  deduct  $300 
per  month,  the  cost  of  sending  her  son  to  a  private  school,  as  a  necessary 
work  expense.  Secondly,  some  States  have  complained  that  the  lack 
of  an  upper  limit  on  the  earned-income  disregard  has  the  effect  of 
keeping  people  on  welfare  even  after  they  are  working  full  time  at 
wa|es  well  above  the  poverty  line.  In  New  Jersey,  for  example,  a 
mother  with  three  children  will  ordinarily  be  able  to  remain  eligible 
for  welfare  until  her  earnings  are  above  $7,000. 

The  Senate  bill  last  year  provided  an  earned-mcome  disregard  which 
offered  a  higher  incentive  for  full  time  employment  It  provided  a 
disregard  of  $30  per  month  plus  one-third  of  additional  earnings  up  to 
$300gand  one-fifth  of  amounts  above  $300  for  persons  working  par 
time.  For  individuals  working  full  time  the  disregard  was  $60  plus 
one-third  up  to  $300  per  month  and  one-fifth  of  amounts  above  ^00 

Under  the  provisions  of  BLR  1,  there  would  be  a  disregard,  for 
Federal  welfare  payment  purposes,  of  $60  of  monthly  earnings  plus 
one-third  of  earnings  above  $60.  The  bill  also  provides  that  the  State 
supplementary  program  could  not  undermine  the  Federal  work  in- 
centive bv  providing  that  no  reduction  for  earnings  can  be  made  m  the 
State  payment  until  the  Federal  breakeven  point  was  reached.  At  that 
point,  a  reduction  in  benefits  would  be  allowed,  but  not  in  excess  of  $1 
for  each  dollar  earned.  ,  . 

H  R   1  also  provides  a  limit  for  the  combined  total  earned-income 

exclusion  for  a  family  with  respect  to  three  items— student  earnings, 

3  earnings,  and  child  care  costs-of  $2,000  for  a  fami  y  of  up 

to  four Members,  with  an  increase  of  $200  for  each  additional  family 

member  up  to  an  absolute  limit  of  $3,000. 
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T^ble  3.— Status  of  WIN  enrollees 
LO^ve  data  on  earoHa^ia  WIN  for  AprH  .970  aao  Apri>  ,97,  ^ 

Percent 
April  1970      April  1971  change 

n      „t  89  445       112,336  +25.  6 

End  of  month  enrollment »«>  **J 

Participating  in  other  manpower  ^  ^  ^  ^  +35  4 

programs 

(\  ^17  8  697  +33.  5 

Orientation  and  assessment 0,01/ 

•   •  ao  111         ^0  746  +19.9 

Other  institutional  training-  4£  £"  (2V  714 )  + 16.  8 

Basic  education  ™>  *j>  25  860)  +36.8 

Vocational  training-  18,901  W>*™>  I45  5 

Other  training d'  y8D         v' 

Emplovment-based  training.  NA  6,  063       -  _-  -  -  -  - - 

On-the-job  training  001  ,  ?  ? 

Special  work  pro]  ects y ' D 

Other  types  of  work  ex-  3  4g8 

perience 

Waiting  ("Holding")-- 22-  1W        27'  824  +*5' 6 

Initial  waiting,  before  any  24Q  _16  6 

training -  -  r ' ' 

Waiting  in  between  training 

or  waiting  for  placement  22  584  +50.0 

in  jobs  after  training 15,  053         ^,  w» 

™     .               •  u  25  029         44,  119  +76.  3 

Trainees  in  jobs zo' 

In  jobs  (still  in  follow-up  8?Q  +4  9 

period) 

In  jobs  (after  6-month  follow-  ^         +145.  1 

up  period) l*> 
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Table  p.— Number  of  work  incentive  program  enrollees  in  on-the-job 
State"1!  HU971  W°rk  Pr°JeCtS  (pUMic  S6rvice  emPl°yment),  by 


Enrollees  in 

on-the-job 

training 


Total  United  States. 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 


1,416 


Enrollees  in 

special  work 

projects 


1,149 


5 

0 

0 

0 

57 

0 

27 

0 

510 

7 

5 

0 

8 

0 

0 

0 

0 

0 

7 

0 

36 

0 

8 

0 

2 

0 

18 

0 

5 

0 

0 

0 

2 

0 

3 

0 

9 

0 

20 

0 

8 

0 

14 

0 

33 

4 

5 

0 

19 

0 

1 

0 

2 

0 

5 

0 

1 

0 

0 

0 

6 

0 

25 

0 

59 

0 

5 

0 

48 
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T.ble  5— Number  of  work  incentive  program  enrollees  in  on-the-job 
baling  or  in  special  work  projects  (publu  sermce  employment),  by 
State,  April  1971—  Continued 


Enrollees  in 

on-the-job 

training 


North  Dakota-. 

Ohio 

Oklahoma 

Oregon — 

Pennsylvania- _ 

Rhode  Island.  . 
South  Carolina. 
South  Dakota-. 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington.  _. 
West  Virginia - 

Wisconsin 

Wyoming 

Puerto  Rico-_ 
Virgin  Islands  _ 
Guam 


0 

12 

28 

111 

32 

1 

5 

9 

11 

13 

6 

13 

1 

9 

158 

19 
0 

20 
0 

43 


Enrollees  in 

special  work 

projects 


0 
0 
0 
4 
0 

0 
0 
0 
0 
0 

1 

0 

0 

75 

901 

0 
0 
157 
0 
0 
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Table  7.— WIN  enroUees  ready  for  jobs,  in  jobs,  and  waiting  for  jobs 


Month  and  year 


Current 
WIN 
partici- 
pants 
ready  for 
jobs,  total 


Current 

participants 

actually  in  jobs 

and  receiving 

follow-up  services 


Current 

participants 

in  "holding" 

because  job  cannot 

be  found 


Number 


Percent 
of  total 


Number 


Percent 
of  total 


1970* 

June 14,576  12,016 

August 16,551  12,261 

October 17,296  12,881 

December 18,662  12,304 

1971: 

February 18,494  11,586 

April  20,324  12,879 


82.4 
74.  1 
74.5 
65.9 

62.7 
63.4 


2,560 
4,290 
4,415 
6,358 

6,908 
7,445 


17.6 
25.9 
25.5 
34.  1 

37.3 
36.6 
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Table  9.— Amount  received  by  a  family  oftwUh  1  member  in  training' 


State 


Federal  welfare 
payment  under 
H.R.  1  plus 
State  supple- 
mental plus  $30 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

See  footnotes  at  end  of  table. 
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$230 
405 
230 
230 
251 

265 
360 
230 
268 
230 

230 
293 
272 
312 
230 

273 
274 
230 
230 
230 

230 
344 
293 
329 

230 

230 
258 
230 
230 
324 

377 
230 
366 
230 
291 

230 
230 


Current 
MDTA 


$233.  98 
294. 64 
264. 31 
233.  98 
303.31 

316.31 
324.  98 
281.65 
298.  98 
220.  98 

246.  98 
311.98 
272.  98 
290.  31 
242.  65 

294.  64 

285.  98 
255.65 
259.  98 
246.  98 

281.  65 
277.  31 
307.  64 
281.65 
220.  98 

277.  31 
229.  65 
255.  65 
272.  98 
264.  31 

316.31 
251.31 
294.  64 
225.  32 
264.  31 

281.  65 
216.  65 
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Table  9.~Amownt  received  by  a  family  of  4  with  1  member  in 

travrwng  *— Continued 


Federal  welfare 

payment  under 

H.R.  1  plus 

State  _.S*a^?uPPLer  Current 


mental  plus  $30  MDTA 


Oregon _  ao-. 

Pennsylvania  *H\  $259.  98 

Rhode  Island.".  SS  285. 98 

293  281.65 

South  Carolina  00n 

South  Dakota..""]  f*  233. 98 

Tennessee..               "  ?30  229-65 

Texas 230  233.98 

Utah..  230  242.65 

242  255.65 

Vermont OQ„ 

Virginia....           ^34  277.31 

Washington.;;;; 291  242. 65 

£^db::----::::::::::::::-  |p 

247  303.31 

^oming 257  2599g 

thTYifLS^1;  way  with  one  member  in  training  would  «et  the  *w*  of 
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Table  10.- Selected  characteristics  of  WIN  enroUees  by  year 

Fiscal  year     Fiscal  year      Fiscal  year 
1969  1970  1971  > 

Characteristics 

Total 10°  10°  10° 

Sex:  40  29  36 

SKe::::::::::::::::::::       eo        n 

Race:  cfi  52  56 

White 56  ^  ^ 

Negro 4  5  5 

Other 4 

Education:  „1  24  19 

8th  grade  or  less 6l  44  42 

9th  through  11th *£  32  39 

12th  and  over ^° 

Age:  lfi  22  27 

Under  22 £  SJ  68 

22to44 10  6  5 

45  and  over *  85  85 

Head  of  household *  20  16 

Spanish  surname 

1  To  Mar.  31, 1971. 

Table  11. -Number  of  WIN  enrolhes  and  graduates  at  work 

April  1970  April  1971 

,     .  ,  661  1,416 

On-the-job  tramuig 976  \,U9 

Special  work  projects NA  3)  503 

Other  work  experience ======== 

At  work  and  receiving  follow-up  services,           12,  282               12,  879 
At  work*  after  90  or  180  day  follow-up---  14  <**_ ; 

44,  119 
Subtotal 

Total..... - 26'666  50,187 

•Staff  note:  Surveys  of  this  group  show  that  80  percent  are  in  jobs  after 
6  months. 
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T-%«^«W^^ 


Major  occupational  category  »  and  prlncinal 
occupational  groups  within  categories 


Number  of 

employed 

WIN 

graduates 


United  States  total. _ _  A  ft„, 

o,  904 

L  Pr°f£-a1,  technical»  managerial 3 ~^~ 

Medicine  and" health" «"         „f0 

Primary  school  and  kindergarten"  edu-" 

cation 

Education4 ~~_                             38 

Social  and  welfare" work".  0~f 

2.  Clerical  and  sales 0  Z6b 

Secretarial  work"."."  I  '?  o? 

Stenography  1f* 

?___? --""-""""::::::::  8 

B?onk°SpPtayg.!yPin.g'  ^  *«*-'-"-"  6W 

Cashiering ^^ 

Teller  service..  "111111  9c 

Automatic  data  processing  i  o§ 

Computing  and  account  recording «"  "  " '  oQ7 

Stock  checking  and  related  „ 

related ^  Stamping'  ^cording "and" 

Telephone  work  ^H 

MLClPni0n  and  ^prma'tion'dispen'sing";  Je 

Miscellaneous  clerical  work  *  li 

Saleswork,  commodities  *  qJ 

Sales  clerking.  *?* 

3.  Servic1iSCeUane0US  merchandisin"g  "work «"_" ." ."  49 

Housework,  "domestic"  1,72% 

Food  serving °° 

Cooking,  large  hoteis"and"rest"a"ur"an"ts" " "  ft 

■K-itchen  work  *_  _   _                             """  *° 

3.  Maid  and  related  service^  hotels"  « I 

Barbering  and  related  services  "  " "  q? 

Beautician  services      _  ,oc 

Masseur  and  related  services" " " "  ?« 
Attendant    work,    hospitals,  "and"  "ii_ 

lated  health  services.  za7 

Miscellaneous  personal  services  "«" " "  01 

Guard  and  related  services  or 

Cleaning  and  related  services!  " " " '  1  if 

Janitorial  service. .  x?2 

4.  Farming,  fishery,  forestry ." ."  ,  £1 

Metal  processing  <"I I  2H 

r    »„■     °.re  refining  and  foundry" work"*""  9? 

6.  Machine  trades...                               ,ff 

Metal  machining  «  6\l 
Motorized  vehicle  andeng! "equipment 

repairing _________  97 

See  footnotes  at  end  of  table. 


Average 

hourly 

wage 


$2.28 


2.  58 
3.65 
2.55 

2.75 
2.  15 
2.42 
2.  17 
2.31 
2.  16 
2.37 
1.93 
2.  16 
2.  20 
1.96 
2.  12 
2.  17 
2.  11 
2.  15 

2.35 

2.  13 

2.03 

2.  15 

1.90 

1.89 

2.  24 

1.91 

1.83 

1.48 

1.81 

1.81 

1.  68 

1.  96 

1.72 

2.47 

1.88 
2.09 
2.  18 
2.  25 
2.  20 
2.38 
2.63 
2.48 
2.  68 
2.83 
2.55 
2.58 

2.62 


Average 

hours  per 

week 


38.7 


38.4 

38.  1 

39.  1 

36.  1 

33.8 

38.0 

38.6 

38.4 

38.  0 

37.3 

38.  9 

38.  9 

38.9 

39.5 

38.4 

39.3 

38.5 

38.7 

39.7 
39.  1 

37.  7 
39.4 
36.  9 

38.  1 
36.4 
38.0 
38.0 
36.  1 
38.8 

38.  1 
38.4 
40.  9 

36.  0 
37.4 

39.3 
35.6 

39.  9 

37.  9 
39.9 

40.  2 
40.0 
39.4 
40.0 
40.3 
40.0 
40.0 

40.  1 
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Continued . 

Number  of 

employed  Average  Average 

...  WIN  hourly  hours  per 

Major  occupational  category  ^  and  principal  graduates  wage  week 

occupational  groups  within  categories & 

"  364  $2.  11  39. 7 

?-  BentrikunYt-asVembling-and-adjus-tIng:  I  43  2.  19  40.  0 

Assembly  and  repair  of  electronic  com-  ^  %  13  4Q  Q 

ponents 30  1  58  39.5 

Machine  sewing,  garment... l  77  394 

Machine  sewing,  nongarment 5Q4  2  ^  38  9 

8    Structural  work -r  —  "Zfi"J'~  26  3  05  40.0 

Transportation  equipment  assembling.-  ™  40  0 

Combination  arc  and  gas  welding g  2'  67  41.  1 

Excavating  and  grading... 5  3  Q1  39,8 

Carpentry  and  related  work.  _ ■  3  QQ  39  9 

MisceUaneous  construction  work £  2  52  40  x 

Miscellaneous  structural  work g*°  2  56  39  7 

9.  Miscellaneous -  -.- 61  2.  89  39.  5 

Heavy  truck  driving 46  2  50  40.2 

Light  truck  driving 32  2  42  .        36.7 

Passenger  transportation  4-_ ----  2  \\  41.3 

Parking  lot  and  related  service  work...  oy  ^  qq  2Q  ? 

Packaging.  —  - j-i-^"-J 78  2.50  39.4 

Materials  moving  and  storing   - 2  51  39.7 

Packaging  and  materials  handling *"«  3  ?3  40  3 

Extraction  of  minerals 4     1Qg  2  30  39.  3 

Occupations  not  reported 

i  sassa^^  terminees  and  d0  not 

add  to  summary  totals  for  major  occupational  categories, 
a  Includes  cate  ories  which  follow. 
*  N.e.c— Nowhere  else  classified. 
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T  Ml  }%^othIvt7o  d197ai,  amr^°bligaJed  V"  th*  Veriod 
as  of  Apr  SO  1971        V         '      ?1)  and  auth°™*d  slot  levels  by  State 


State  or  possession  c,-«'in[l?Unf  Authorized 
(in  dollars)  siot  levels 

Total '268,930,704  127,584 


Total  to  States 218 


295,  580 


Alabama 9  9Q9  KA~                   

Alaska..  7  2??' 521  1'200 

Amona..:;::::::;:  knl't™  360 

Arkansas 1  lit' oil  h  S80 

California — "  4'  f*> 299  950 

41,  756,  948  16,  800 

Colorado .  AnK  oon 

Connecticut....  olll'llv  2' 600 

Delaware.  _               T  '  25' 5S7  !' 60° 

District  of  Colambik".:::: 5  090'7?fi  1   ?52 

Fionda :::::;_-  45;  ?598°;  5I0  l\\f0 

&;;;;;;; ^.og 

Hawaii fllf'nM  120 

Idaho  644' 083  360 

niinois;;;;;  R  *\i>®&  ^ 

6,258,032  5)8oo 

Indiana QA7  _Q_ 

Iowa...  oS?I'S?n  1'000 

Kansas..".; ?,  219,  019  i,  260 

Kentucky...;." '  84f'  ^7  i,  060 

Louisiana £  ?K2  2' 40° 

2,  170,  392  i,  500 

Maine oin  ni_ 

Maryland.....;." 4  9™>»™  675 

Massachusetts.  _ .  t'  87fQ>  f*  3, 000 

Michigan.....  q'mS'wI  J'050 

Minnesota.  __  J  fil?'  ™  6' 50° 

2,645,831  2,075 

MiZJT 783'531  400 

Montana  "  4' 423'  "2  L  650 

NebrX:;; ^  $1,500  4io 

Nevada... _  6^' 253  480 

91,  000  100 

New  Hampshire.  __  ona  nnn  ™„ 

New  Jersey.  _  7  ?°°'  ?°°  200 

New  Mexico..;;;." 'III' III  3'Tn 

New  York  882'  550  450 

North  CarolinV 24,981,100  16,800 

^ortn  Carolina 1,147,926  800 

See  footnotes  at  end  of  table. 
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rr     T  v  1  ^      Cumulative  Federal  dollar  amounts  obligated  (for  the  period 

TAMv  TmsXoughA^SO,  1971)  and  authorized  slot  levels  by  State 

as  of  Apr.  SO,  1971—  Continued 


State  or  possession 


Amount  Authorized 

(in  dollars)  slot  levels 


701   591  300 

North  Dakota 6  880' 087  4,600 

Ohio '844',  237  450 

Oklahoma 3  125  857  1,800 

Oregon          8!  302',  421  8,000 

Pennsylvania ' 

6,117,255  4,300 

Puerto  Rico 1686  495  750 

Rhode  Island '        '  Q49  250 

South  Carolina 1   145' 082  650 

South  Dakota 3' 63l' 538  2,400 

Tennessee 

2,  599,  786  1,  600 

Texas 4  379, 514  2,050 

Utah... 604,318  630 

Vermont 2,933,179  1,800 

Virginia           '  156, 692  59 

Virgin  Islands . 

6  554  855  3,000 

Washmgton 9  922' 776  5,000 

West  Virginia 3' 944  241  2,840 

Wisconsin '  273' 892  I35 

Wyoming ' 

Workmen's  compensation 2,  750, 770  -   -   - 

Research 2',  520',  193 

Evaluation ' 

Federal  salaries  and  expenses   (lor 

Manpower  activities) 8,  /ud,  yo^ 


.  Approximately  35,000,000  remained  in  the  4th  quarter  which  was  to  be 
°  Wo^M^  as  of  Apr.  30,  1971:  227. 
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EXCERPT  FROM  1971  AUERBACH  REPORT 

[^°te  :.,In,addition  *°  t[*  1970  Auerbach  study  of  the  WIN  program 

zrem'  TO« #S \r    '         '  Subnu"ed  a  "W»d  «>P°rt  on  the  WIN  pro- 

SZh  JfK    fo"OW'nf  6XCe.rpt  (pa^  65"77  of  th°  second  report) 
deals  with  major  deficiencies  of  the  WIN  organizational  structure 


(65) 
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Excerpt  From  1971  Auerbach  Report 

Major  Deficiencies  of  the  WIN  Organizational  Structure 

The  preceding  Section  describes  the  current  organizational  struc- 
ture and  staffing  for  WIN  at  all  governmental  levels  within  both  agen- 
cies administering  the  program.  This  Section  presents  an  analysis  of 

that  structure.  .  -itttxt 

A  major  observation  about  the  viability  and  effectiveness  of  WIN 
is  that  projects  often  operate  successfully  despite,  rather  than  because 
of  the  organizational  structure  of  the  program.  Because  m  most  of  the 
states  visited  for  this  study,  the  administrative  system  has  negative 
and  not  positive  effects  upon  WIN,  this  Section  concentrates  upon  de- 
scribing the  major  deficiencies  of  the  organizational  structure  and  re- 
lating them  to  program  operations. 

The  three  major  weaknesses  of  the  organization  and  staffing  ot  the 

WIN  program  are :  ,    .   .  j      .  ,,        ,, 

•  Organization  of  the  program  along  administrative  rather  than 
programmatic  lines,  and  the  placement  of  the  WIN  administra- 
tive functions  into  the  existing  DoL  and  DHEW  structures. 

•  No  clear  definition  of  roles  and  responsibilities  of  each  level  ot 
government  within  each  agency,  and  across  agency  lines. 

•  Inadequate  staffing  of  the  program  throughout  the  system,  with 
the  exception  of  the  staffing  of  the  ES  WIN  teams. 

Administrative  Organization  Within  the  Existing  Bureawrracy ■ 

In  creating  any  new  program,  two  major  organizational  decisions 
must  be  made  at  the  outset:  (1)  the  relationship  of  the  new  program  to 
existing  agencies,  and  (2)  the  designation  of  a  decision-making  struc- 

UIn  the  case  of  WIN,  the  decision  was  made  to  have  the  Department 
of  Labor  and  the  Department  of  Health,  Education,  and  Welfare  ad- 
minister the  program  jointly,  and  to  utilize  the  existing  administra- 
tive management  svstems  within  these  agencies  to  as  great  an  extent  as 
possible.  Thus,  in  the  majority  of  cases,  responsibility  for  the  various 
WIN  program  functions  is  divided  according  to  the  various  adminis- 
trative divisions  of  the  national,  regional,  state  and  (to  a  lesser  ex- 
tent) the  local  DoL  and  DHEW  agencies.  Although  WIN  program 
units  have,  in  most  cases,  been  set  up  at  al  levels  these  program  units 
do  not  have  authority  over  all  WIN-related  tasks.  Consequently  the 
frequency  with  which  decisions  can  be  made  primarily  for  program- 
matic considerations  has  been  sharply  curtailed 

Theoreticallv,  there  are  many  advantages  to  the  type  of  overall  pro- 
gram structuring  by  administrative  function.  This  approach  can  make 
the  most  efficient  use  of  the  existing  administrative  divisions  and  can 
aid  in  the  process  of  closely  coordinating  a  n^w  program  with  the  al- 
readv  existing  functions  of  an  agency  The  cost  of  duplicating  staff  and 
equipment  is  eliminated  for  areas  such  as  payments,  budget,  reporting, 
etc  Structuring  the  WIN  program  along  administrative  lines  withm 
the  existing  national,  regional,  state  and  local  agency  systems,  however, 
has  had  negative  results  for  three  reasons.  jnnvTP 

First  of  all  WIN  is  not  like  other  programs  run  bv  DoL  andUtlzw. 
The  operating  features  of  WIN  are  innovative  and,  in  many  respects, 
distinctly  different  from  the  operating  features  of  other  programs  or 
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MDTA  programs,  M"^  SKd  Cw"6  V  a"d 
are  run  exclusively  By  one  agency  or  the  other  HEW  Pr°grams 

seconrSu^McrboTo^Siir^^T^  ?<*rati°n  is  «"• 
majority  of  DoL  and  DHEW pr^rams  and  n**'*™'-'?*  the 
mimstrative  structure  inaTOrorS?  nS.  ™™s- the  listing  ad- 
agency  program  dealine  wff»  =^  l"-86  7?®- ls  a  sPecial  inter- 
budgeting,  reporting  Paints  anS  .c  '^tele,  its  procedures  for 

are  Sot  &*LS^£?%^^™*«™*  to  the  client 
programs.  As  a  result   to  fuSm  WTO  ?        e  maJorrt,V  of  other 

division  staff  must  perfol  snelfj  1, requirements,  administrative 
derstand  nor  want  to  do         Spe01al  WOrk  whlch  they  ™7  neither  un- 

^Xivi^t:™^,?"  r?  and^er  P"8~- 

structure  which  utiles  line  ndm^It  ?  a^nga  decision-making 
for  this  program  administrative  units  is  not  appropriate 

oS  ^rieZn^ithin\6helUere  *  ^"^  ™  *"»«<»•  *om 
visions  aro  numerous  anrf  £ri™!, *%f™  a"d,their  administrative  di- 
Because  at  ^S^^^'^T^1  S  p7gnttn  "P"**™* 
administrative  personnel  who Zj-W  ^^  of  government,  line 
Storing,  reportin^'T^nno?  ft%ffl&'  ?T 

outputs,  or  to  produce  acc^a^rrsln00^^'  "^J"8  and  other 

matic  resnonsibultv    fcdll, of  It!  ^  ^-  J™1?"  P">«™n- 
performed   tvrrfn»lW  ™PrdJess  of  where  administrative  tasks  are 

SbiiS^Kten^^.v"?  ha-s  the  formal  resPo"- 

toringyand  SSTlttS  taM^  ^^  m°ni" 
levels  of  government »E!  I  f  coordlnation  exists  at  all 

minimal  fsSnce to anXr  fc S"L  pI0^m  unit  ™  offer 

management  decisL  makW  w„?k     TIN  been  stra<*»*d  so  that 

tions,^his  sit^Sg^^r^^^^^  C-Sid- 

ine  second  key  reason  why  the  placement  of  WT\r  ;«+«  +1,    r 

began,  theTowe ^  and^rthoritvT  ""  ",W'**  men  WIN  «>^ 
a"ne\atioVoX^^^ 
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thP  nro^ram  however,  DoL  and  DHEW  have  been  in  the  process  of 
teSS  this  control  to  the  re|^  Jjdljj^ ^-ggj 

SfX"g^atic  Vision*  AsPa  result  of  this  d^ 
Sfzation  Process,  roles  and  responsibilities  have  shifted  dramatically. 
Thifsh^ftiKfr^lted  in  a  great  deal  of  confusion  and  mismterpre- 
tatSifof^icfes  and  procedures  for  the  supervision  of  WIN  opera- 

^For "xSSugh  the  reorganization  of  DoL  increases  regional 

examp  e,  di         *  DoL  regions  have  not  adjusted  to  their 

responsibility  for ^WIN >  f^0^  ce    ^^  b    Associ. 

TbSS^!&^A^S^  have  most  of  the  regional  re- 
soon^ib  Uty  for  WIN.  At  the  present  time,  however,  the  Area  Opera- 
tors Offices  are  suffering  from  a  lack  of  experience  m  WIN,  from  the 
shift  f rom  specia  sts  t/generaliste  and  from  the  confusion  caused  by 
the  recen? reinstatement  of  a  staff  WIN  specialist 

The  effect  of  the  DoL  reorganization  on  state  and  local  operations  is 
ve^  apparent  States  are  not  receiving  adequate  information,  training 
o?Yeffid  assistance.  The  states,  in  turn,  are  not  providing  support 
to  he local  WIN  offices.  Staff  from  several  states  has  been  left  to 
operate  their  WIN  programs  without  any  contact  with  regional  or 
natLnal  personnel  for  a  year  at  a  time;  several  individuals  stated  that 
rheido  not even  know  the  name  of  the  persons  at  the  regional  offices 
with  whom  they  should  be  working.  It  is  not  difficult  to  understand 
vhv  these  state  personnel  often  express  distress  and  dissatisfaction 
with  Federal  agencies  in  general  and  with  this  program  m  particular. 
Lacking  nat  onal  and/or  regional  direction,  some  states  are  violating 
nS poUcies  and  procedures  without  even  recognizing  their 


The  third  reason  why  WIN  is  suffering  from  its  submersion  into  the 
existing  bureaucracy  of  DoL  and  DHEW  is  that  WIN^mngm  the 
^owTaprogrL  not  yet  in  existence.  The  Administration  s  pro- 
posed FamUy  Assistance  Plan  (FAP)  has  stolen  the  manpower-wel- 
fare lime  ight,  not  only  in  the  public  eve  but  to  a  large  degree  within 
thriovemment  as  well.  Although  WIN  is  a  little-known  program 
wfth  no  miblic  identity  or  "image",  FAP  has  been  subjected tc .very 
wide-ran^g  discusskfn  in  the  media  and  is  frequently f  rega^s  a 
uniquely  innovative  approach  to  the  welfare  dilemma    (That  WIN  is 
in  L  important  respects,  a  'dry  run"  of  FAP  ^  a^st  entirely 
rli^PP-arded  in  the  media.)  The  imminence  of  FAP  s  passage  has  had 
a  demoraUzing  effecl  on  agency  staff.  The  feeling  is  widespread  that 
WIN  wUl  soon  be  replaced  by  FAP,  and  that  long-range  planning^ for 
WIN    or  efforts  to  improve  WIN,  are  not  warranted   The  JHEW 
croup  charged  with  the  pre-planning  of  FAP  is  much  larger  than  the 
total  of  ^agency's  WIN-related  apparatus;  although  the  situation 
Snth I*L  side  is'not  so  striking  the  WIN  ^"P  £»  »  ^ 
size  and  has  lost  some  former  members  to  the  FAP  Task  b  orce   inere 
is  much  more  interest  in  FAP,  up  and  down  the  government  chain  of 
command,  than  in  WIN.  .p,     t  t  q  ;s 

There  is  a  clear  sense  in  which  some  resolution  of  FAP  s  status  is 
necessary  to  any  serious  discussion  of  how  to  improve  WIN   It  b  Af 
doS  pa2  will  I  put  WIN  out  of  business?  If  not,  on  what  basis  wil 
TONSinue  ?  A  what  will  become  of  the  present  WIN  machinery  ? 
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less.  And  it  scarcely  mEense  to  i™  ™,th^iasm-is  nearly  hope- 
lines,  train  staff,  n/erge  welferfand  FS^ff  S'8'^^'  re"w0*  guide- 
of  the  other  recommendation^  m^»i,Sf  ?^'  and  ™<fertake  many 
if  the  program  is  atou?t  disappear     "    '"  ^  rep°rt  and  elsewhe™, 

e-S^ofX^^^tel^^?  *?  «**»  of  « 

system  is  strongly  affected  bv  th^nH^  V  ^"i".1^  clear  that  the 
future  of  FAP,  and  the  relation^ ?    tV "^  ^  FAP'  And  unti'  the 

present  WIN  system  Ub£%&X&&£&m  FAP  ■"Ml  the 
to  be  an  uphill  struggle.  ""proving  the  WIN  program  is  going 

£ac*  „/  Clear  Definition  of  Roles  and  Responsibilities 

ing  DoL  and  DHEW  bureaucracv  T,f  It  ?e  ProSram  lnto  the exist- 
administ ration,  both DoL  ai  d  DHEW  f^T*?  *?  T?  pro»ram 
vise:  (1)  the  definition  of  rhe  (wl;  ,  ■  ,  l?  clearIv  define  a"d  re- 

each  agency  level Sk!?^  ??lch  s]>?uld  be  carried  out  by 
staff  unit  /as  responsiWe  for  2*f £  Sttate'and  lo«d.) ;  and  (2)  what 
management  anyS  kTn  structm ^w"/^^'™  S* the  ^  of 
structure  as  was  chosen  m  ™^  ^  (®'ther  an  administrative 
clear  role  definitioSeS SS ST^!' *?  laok  of  a 
deficiency   causiW   nl™,    ^?  "  "1  f.*-he  °rga™zation  is  a  major 

administrative  sTstem  se ecL ^T^'™  fSS8""-  Gi™"  «» 
magnified,  since  mtnage^Mnction denies  th'S  ^t  i°y  ,are 
coordination  among  the  actMtks  SorX  •«  ■VeTy  hlgh  lerel  of 
istrative  divisions  Furthermore  1 1 '  J ?-  P'/ee  within  separate  admin- 

st^fahdhTrce  ?*«  ^estKSiiXp!nation  Hes  in 

Within  the  national  offices  of  both  DoL  SSw  «, 
program  As  a  re  Sh  certin a!»"w*P!«JW  responsibilities  for  the 

as  sss  H5iS«-t 

performed  at  all.  n  done  seParately  or  not 

t^^^^^L^^  re^-l  offices.  Restructuring  has 

Thenar  re.poS  itvfo^rioSlWmr  ^  th+lnatio»al  «*<*• 
lies  with  the  state  venevJZIT       li     IN  liaison  with  the  states  now 

been  revived)  BecS ^  theS  i™  l  /^  the  sPecialist  incept  has 
with  WIKare  uncSn  oft^!?  a w^  wh°  are  not  alwavs  fa^iar 
nrtivit     ,^  +      •     n      ?        f  •    eir  roIe< the  ^ope  of  their  WIN-relatpd 
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a  maior  portion  of  the  responsibility  to  the  local  level ;  others  maintain 
heavily  centralized  WIN  operations  at  the  state  level. 

It  is  only  at  the  local  level  that  one  finds  a  semblance  of  definition  ot 
role  and  responsibility.  The  responsibilities  of  WIN  team  members 
have  been  more  clearly  differentiated,  and  these  ES  teams  have,  in 
many  cases,  pressured  local  welfare  departments  to  assume  certain 

Vrom  this  review  of  the  existing  structure  at  the  Federal  and  state 
levels,  it  should  be  evident  that  the  current  organizational  structure 
cannot  be  relied  upon  to  adequately  support  the  local  WIN  staff.  There 
is  too  great  an  opportunity  for  staff  at  either  the  Federal  or  state  levels 
to  assume  that  a  particular  task  does  not  fall  within  his  area  of  re- 
sponsibility The  tendency  to  "pass  the  buck"  is  very  evident  in  the  per- 
formance of  numerous  substantive  support  tasks,  such  as  monitoring, 
evaluation,  and  budgeting,  etc.  Each  of  these  tasks  will  be  discussed 
in  the  following  sections  of  this  report,  It  is  sufficient  to  note  that  lack 
of  clear  definitions  of  tasks  is  one  casual  factor  creating  problems  in 
these  substantive  areas. 
Insufficient  Staffing  Throughout  the  System 

The  third  area  of  administrative  weakness  is  the  insufficient  staffing 
of  the  program  throughout  the  system.  This  weakness  includes:  (1 
the  total  number  of  WIN  staff;  (2)  the  staffing  arrangements;  (3) 
civil  service  requirements ;  and  (4)  staff  training. 

Number  of  Staff 
At  the  national  level,  both  the  DoL  and  DHEW  program  unite  have 
been  reduced  in  size.  Although  the  policy  of  decentralization  in  both 
agencies  has  emphasized  an  increase  in  regional  as  opposed  to  national 
authority,  regional  offices  do  not  have  sufficient  staff  to  assume  addi- 
tional responsibility  for  WIN.  The  number  of  regional  p e°^™otn 
agencies  who  are  responsible  for  WIN  is  minimal  In  the  DHEW  re- 
gional offices,  for  example,  no  one  person  assigned  the  WIN  responsi- 
bilities works  full-time  on  the  program.  In  the  DoL  regional  offices, 
between  July  and  December  1970,  no  position  of  WIN  Specialist 

XAtethe  state  level.  ES  and  welfare  have  somewhat  different  staffing 
problems.  Those  state  ES  offices  which  have  assigned  a  sufficient  num- 
ber of  people  to  WIN  have  frequently  been  plagued  by  iob  vacancies 
and  bv  division  of  responsibility  by  administrative  rather  than  pro- 
grammatic considerations.  .      ,  „ 

In  contrast  to  the  ES  staffing  problems,  state  welfare  agencies  defi- 
nitely have  not  assigned  the  necessary  numbers  of  staff  to  W1JN.  fetatt 
welfare  functions  for  WIN  are  generally  accomplished  on  a  crisis  basis 
by  staff  temporarily  relieved  of  their  regular  duties  to  work  on  W1JN . 
Limited  bv  their  lack  of  program  knowledge  as  well  as  by  t^r  rela- 
tionship with  line  welfare  staff,  the  state  welfare  staff  for  WIN  can 
exert  minimal  influence  on  the  local  welfare  offices. 

In  most  cases,  the  local  level  staffing  parallels  the  state  level.  Local 
ES  WIN  teams  are  generally  adequately  staffed :  local  welfare  offices, 
however,  have  allocated  far  too  few  personnel.  The  result  is  that  wel- 

i  Whether  they  could  fill  the  positions  or  not  Is  an  open  question. 
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XStcratT10"  are  elther  Perf°rmed  by  ES  P™  OT  -« 

Organization  of  Staff 
Compounding  the  problem  of  insufficient  number  of  staff  is  the 
tendency,  at  a  1  levels  of  administration,  to  organize  staff  inefficiently 
In  both  agencies,  there  has  been  a  gener'al  reluctance  to  take thelniti-' 

S1Jpi£of^^e^°P  7?aJ!e  Staffing- Pattems  that  -n  Wtlon 
dons  obstacles  imposed  by  the  governing  laws,  rules,  and  regula- 

denHnS?i?linitiaffi  work1able  staffing  Patterns  is  particularly  evi- 
WTKA  T  f ^  wSf  J7here  re^lar  AFDC  caseworkers  perform 
WIN  duties  as  well.  With  few  exceptions,  this  organizational  pattern 
has  rarely  worked  to  the  advantage  of  the  program.1  When This  type  of 
organization  is  selected  over  alternative  approaches,  the  AFDC  cLe 
workers  are  less  informed  about  WIN  and  spend  less  time  pro vidmo- 
supportive  services  to  WIN  enrollees  than  do  the  WIN  caseworkers 
whose  sole  responsibility  is  WIN  clients.  ^s>eworKers 

Civil  Service  Requirements 
WIN  must  operate  in  accordance  with  the  existing  civil  service  re- 
quirements, as  well  as  m  accordance  with  the  legislation  and  agency 
guidelines    In  several  respects,  this  requirement  has  hadTneS 

often  fiSJn  Pr0gram'-  At  the  l0Cai  leVe1'  WIN  team  Positions  are 
often  nlled  by  young,  inexperienced  people  who  are  more  interested 

in  career  advancement  than  they  are  in  WIN,  and  who  leave  t^he  pro 

manvZp\  ^T  *V*  *T*  Valuable  exPeri<™e-  Furthermore^ 
many  states,  restrictive  civil  service,  requirements  have  not  been  waived 
to  permit  capab  e  and  committed  para-professional  staff  to  perform 

rtrs0elfon°oldUtleS-/inally'  a1th0l^h  the  Civil  service  "ystem  prided 
itself  on  offering  a  fair  opportunity  for  advancement  to  all  interested 
Persons,  the  lengthy  process  of  testing  and  selection  frequently  has  a 
otwT ntal/ffff ^n  WIN.  Both  the  oral  examinatio^ portion  and 
other  aspects  of  the  selection  process  have  delayed  actual  hiring  for  as 
much  as  six  to  eight  months.  When  WIN  positions  have  been  Lf 

ss^oMSr had  a  definite  *  «  -  *•  « 

Staff  Training 

The  fourth  and  final  aspect  of  WIN's  weakness  in  staffing  is  the 
insufficient  training  provided  by  both  DoL  and  DHEW.  Given  that 
the  number  of  staff  assigned  to  WIN  is,  in  many  instances,  appreciably 
below  the  level  of  need,  and  that  staffing  patterns  and  chdl  se^yTc rl 
quirements  are  frequently  detrimental  to  smooth  program  operation 
gramTatnTnJ       '  ^  ^  "^  ^mpre^nsj  Jd  freqS p?o-' 

A  lfwf  aT3?  **  defi(lient  at/U  levels  of  government  in  both  agencies. 
TW  Fnr  .™»Pt*>n  of  WIN,  the  national  level  Inter-Agency 

pretnf  tWP[r      f-  extfnsive  trainin*  all  over  the  country,  at  the 
present  time,  the  national  program  people  in  both  DoL  and  DHEW 

enough  teoXanDow° workers' toSSfthH.r0'^  Whert   AFDC  caseloads  ar*  «»all 
with  all  other  clients.  th  cllents  who  require  special  services  as  well  as 


72 


409 


are  not  offering  any  training  at  the  state  level.  The  emphasis  or  decen- 
traHzation  which  Exists  in  both  DoL  and  DHEW  has  meant  that  the 
responsibility  for  training  of  state  personnel  has  been  delegated  to 

though  rfgfonal  offices  are  designated  the  responsibility  for  train- 
in- state  level  personnel,  at  the  present  time  both  the  frequency  and 
comprehensiveness  of  any  training  which  is  offered  vary  widely  by 
region  Some  regional  personnel  take  it  upon  themselves  to  develop 
and  offer  a  very  sophisticated  training  package.  Topics  covered  may 
include  preparation  of  the  annual  State  Comprehensive  Plan  and 
BuoVet-  S  ES-welfare  operations;  reporting  and  funding  Other 
regional  offices  offer  minimal  training  or  no  training  at  all.  Because 
thf  tminincr  offered  by  the  regional  offices  is,  in  many  instances  in- 
frequen  aSd  incomplete,  many  state  WIN  personnel  lack  a  clear 
understanding  of  the  purpose  and  operation  of  the  program.  . 

The  amount  of  staff  training  which  is  performed  at  the  state  level  m 
order  to inform  local  personnel  varies  by  state.  Although  the  BWTP 
Adelines  outline  specific  topics  to  be  <^*™Z£^%£ 
Ion  304),  the  adherence  to  these  suggestions  is  re ^™sto  ™  P^ 
rocrative  of  each  state.  Training  can  be  provided  by  both  kk  personnel 
and  bTlocal  universities.  In  many  states,  local  team  members  are  per- 
mitted  and   encouraged   to   take   advantage  of  in-service  training 

°PTne^aitty  of  staff  training  for  WIN  which  is  available  at  each 
WoflSlnt  is  affected  by  the  larger  framework  m  which ^  hat 
training  is  offered.  The  interagency  administration  of  WIN  necessi- 
Ses^ohit  training  yet  complicates  the  development  of  a  training  pro- 
a^ht^vVvlU^  for  all  parties.  The  Federal-state  nature  of 
fhe  Wrwn  demands  that  individual  levels  communicate  program 
SiowlX  to  S  other  through  intergovernmental  training  sessions, 
vet  Contains  a  built-in  deterrent  to  a  smooth  flow  of  information. 
KnX  the  administrative  rather  than  programmatic  division  of  re- 
Son sibil ity  for  WIN  nicely  separates  the  various  functions  for  which 
!li  trn  nbw  mio-ht  be  offered,  vet  creates  a  need  to  train  scattered 
SSefSS^S^^miZ  The  weaknesses  wHch  characterize 
staff  Lainmg!  like  the  weaknesses  of  number  and  pattern  of  staffing, 
are  a  function  of  the  WIN  system. 


Synopsis 


Three  maior  weaknesses  have  characterized  the  organizational  struc- 
tureo ^  WIN^tThe  Federal,  state  and  local  levels  of  government.  First 
of  all  the >  program .has  been  staffed  according  to  administrative  as 
:ppaosedhtoPpro^ammatic  considerations,  and  hasten  subme  ged 
into  the  existing  structures  of  both  I>oL  and  DH^VV.   ine  resur» 

trained  in  program  procedures,  the  hostility  toward  W11N  01  many 
UnT^ncvPneLnnelPha,  had  a  negative  effect  on  t^i^^ 

overall  coordination  of  WIN  has  been  ^^"^^^^^Sen 
from  the  labor  and  welfare  agency  reorganizations  ™°h  ™  ®  ^ 
occurring ;  and  that  WIN  has,  more  recently  competed  with  the  Family 
Assistance  Plan  for  attention  and  support. 
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responsibilities     4t»ii   i„    i       J  f  clear  definition  of  roles  and 

^Employment  Serv.ee  has  there  been  detailed  Ration  ofll 
tionaf  ^iZ^XmtTZfx^  chTCtTZed  *e  organiza- 

E™p,^tVwrnodateWro^™^onS^rtlTpSS' 

SmS£s5SSSm£f5 

SS'omhSS  ?°U        6  made  t0  at  least  revise  the  exi^ting 
r^of  i  '  u  ?u      St  to  devel°P  a  new  organizational  structure  aooro 
priate  for  both  agencies  at  all  levels  of  government   The  revised  or 
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LABOR  DEPARTMENT  MEMORANDUM  ON  STATUS  OF 
IMPLEMENTATION  OF  1970  AUERBACH  REPORT 
RECOMMENDATIONS 

TNote-  The  Auerbach  Corporation  transmitted  a  report  to  the 
Labo?  Department  "An  Appraisal  of  the  Work  Incentive  Program 
on  March P15, 1970.  The  findings  of  this  report  are  summarized  in  the 
narrShe  description  of  WIN  In  page  35  of  this  pamphlet  The  entire 
rpnort  is  printed  in  the  Committee  Print  "Reports  on  the  Work  In 
centive  Program,"  pages  195-345,  August  2,  1970.  The  staff  requested 
the  Department 'of1  Kabor  to  provide  a  status  report  on  the  imple- 
mentation of  the  recommendations  made  by  the  Auerbach  (1970) 
WIN  study.  The  following  memorandum  for  Jerome  M.  Koso^v, 
Assistant  Secretary  of  Labor  for  Policy,  Evaluation,  and  Research 
was  submitted  in  response  to  the  staff  request.] 
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for  a  status  Sport  on  the  tanlelnf.^  f  11°  Referen<*  Service 
made  in  the  Auerbach  WIN  IS "t£  'hef  recommendations 
made  in  the  final  renort  was  w7h„„  e  fi^  commendation 

During  fiseal  year  1971  The  &2££^7f"Z '  °f  "JW  'iaison' 
of  Health  Education   »nH wfl? _enj  of  Labor  a"d  the  Department 

eoordinat  on  between  the ^f^^tTI1^  efforts  *>  improve 
levels.  A  joint  proZm  commit  "\both  "!atlonal  and  re?i<mal 
task  foreeJ  establfsE "i Tw  !:,"  °u,te'7,wth  °f  the  interagency 
visits  were  earned  ouTbvnatioofllTffi™glffrlAy'-  and.J°mt  task  force 
ES  and  Welfare  aeencies  on  sn.lf  Staf  A, J01nt  mstruction  to  the 
the  20  PercenTstagtTm^^  meet 

coordiLtioyn  at0bothgrefi0onPa,  ^ft^ST™   C°°Perati°n    *"d 
anllyis^VjrbTetSrnr'sel"  P&  int6nsiTO  labor  mar^' 

afe^l^^^iJF  saw 

wX  4lstI™uted  to  the  regional  offices  during  August  1Q71    Thi« 

SSS  ^rP^t  tefZ^e  mo^ck 
hr^a'Mjtp^i^S,^  ,de™l0Pmcnt  activity'  there 
have  been  ffii f?om  42  k ffil  ^loroW*?  S71"  They 

hastu b, S^SS^SE^^,^  ^  T 

starting  onZf  l^TST  C°T™ the   "°ther  commendations- 
divided8  inOTeecate^^^^^  ^  recomm^ations  are  being 
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I.  RECOMMENDATIONS  BEING  IMPLEMENTED  BY  THE  WIN  PROGRAM 

Encouragement  of  Civil  Service  to  adopt  procedures  and  salary 
levels  needed  to  recruit  and  retain  personnel  required  to  make  pro- 
Sams  such  as  WIN  succeed  and  to  develop  career  ladders  for  all 
WIN  staff,  including  coaches  and  clerks. 

Commen  .-National  office  continued  to  encourage  regional  and 
State Offices  to  work  with  State  civil  service  commissions  to  change 
salary  Ws  and  procedures  that  hinder  WIN  operations.  Progress 
has  been  made,  particularly  in  regard  to  salary  levels  and  career 

'il^taSA  employment  of  more  minority  group  staff  for 
WIN  projects  particularly  those  which  serve  minority  clients. 

Commit-Although  this  is  not  a  problem  m  all  ar eas tforts 
continue  to  liberalize  hiring  requirements  imposed  by  State  cml 
service  structures.  The  need  for  minority  group  members  on  WIN 
te^ms  has  been  part  of  the  WIN  -philosophy'/  from  the  beginning  and 
is  stressed  during  training  sessions  and  monitoring  visits 

Use  of  a  combination-oi-skills  approach  to  employabihty  develop- 

of  skills  or  team  approach  to  employabihty  developmen  .hr the  past 
year,  several  additional  States  have  either  adopted  this  idea  or  « 
in  the  process  of  implementing  it  A  Manpower  Administration 
Indiana  University  study  is  now  bemg  completed  on  the  lactors 
elating  to  success^  the \mployability  development  team  approach 
in  WIN  and  CEP  projects.  Different  team  approaches  will,  also  be 
tried  in  the  five  WIN  models  to  be  installed  in  fiscal  year  19/2 

Institution  of  experimental  education  9°™?°™****°**™™**'  &S 
alternatives  to  standardized  basic  education  and  IxkD  courses 

Smm^.-Several  additional  learning  labs  have  been  apP^edand 
national  office  continues  to  receive  favorable  reports  on  the  ^^ 
of  these  laboratories.   Through  the  monitoring  process  we  are  en 
eouraeine  States  to  develop  innovative  training  methods. 

RefSJr  WIN  monitori/g  of  the  quality  of  subcontract  components 
and  careful  monitoring  of  work  experience  components  to  ensure  that 
they  are  really  related  to  employabihty  development,  and  are  not  just 

"bSr*-These  recommendations  will  be  covered  by  the  increased 
monitoring  activities  mentioned  in  the  comment  on  the  third  major 

re"drW?y  in  vocational  training  and  substantially  increased 
utilization  of  on-the-job  training  .   .  nlllj:no.  OTT  is 

Comment-The  availability  of  diversified  training  mclud  g  U J  1  is, 
of  course,  vital  to  the  program;  and  both  have  been  stressed  ^  the  Past 
A  simplified  OJT  system  has  been  devised  for  WIN  ™*"™™"™*t 
ble  shortly  to  the  States.  Comments  received  from ^ob  de  elopment 
staff  in  two  States  who  have  been  trained  in  the  use  of  the  ne^ 
WIN-OJT  system  indicate  that  the  new  procedures  greatly  improve 
staff  capability  to  interest  employers  in  OdT  contracts. 

Provision  of  WIN  petty  cash  funds  to  meet  the  immediate  emer 
gency  needs  of  enrollees,  such  as  transportation  and  luncn. 
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Provision  of  additional  oX^fflk^Jg&Z";  ">™- 

Issuance  of  joint,  interagency  guidelines. 

m£S  ^REWmL^JZ Com  °nttthe  ,firStKmaJOT  ™— 
jointly  on  issuance  of  guidelines  g         Comm'"<*  has  been  working 

woAby"  thenu^ItfaanPOreJf<rrti^  re<luirements  and  other  paper- 
and  levels  of  g?vernme'ntdlZed  f°rmS'  aCC6ptable  to  ™r-™g  aggies 

^7^Z£L™L\™%  St-d  ds?arati reporti^ 

"eeZf  tDdatiT- T?^  U  ^  a  ^^SSTb'TftS^ 

OniiL?'"  "f  Pre-Sently  «^ng  standardized  reporting  forms 
directly  il2ZTwlNmZSJ:iJ]  r]hTe&nd    ™-P0«-   S 
and  thl  labor  marked  WlN^iSe™"  "lg '"  TOCatl°naI  guWaMe 

siaeraole  training  of  teams  and  staff    n  fiscal  year   1Q71    „nHpr  « 
technical  assistance  contract   We  are  cnrrpnfK-1,J  1     /•    lu  a 

i-ffsasssMiL^wa  nr care' such  as  d—  °f 

disc" 'a7theinat'|PnThffiC0U!d  b,  StreSSed  but  there  has  been  no 
Sf  ?ke  thk  c^  h  "  °PCe  'T  concerning  it-  Locally,  arrange- 
pWabi tv  nW  T^'lTl8"'  be,mg  consi^red  in  indiv  dual  em- 
pioyaDiuty  plans.  Local  labor  market  cond  tions    snecificallv  shift 

in  X'  a?eaas6  Implementeti°"  «*  'his  recommen'dXT  umialistic 
Preenrollment  contact  of  referred  clients,  preferably  in  the  form 

CoSr-TMs  i°  t  oBt\hT •  \y  a  m'ember  ofa  WIN  t e°am 
show"T^kU  ,   an  excellent  idea  that  serves  to  reduce  the  "no 

be  worS  oT  While  ,C|!ltatCS  ^  e»ro»™nt  l^cess  where  it  can 
v.d ual  projects  ?!  £  P™^™*  is  being  followed  in  some  indi- 

un^afKcd  enrXeiir'  ^  *"  ^  ^  ^5^ 

witr'onsIdTrabl/wit  screenillS  Procedures  to  insure  that  persons 
classes  experience  are  not  assigned  to  world-of-work 

thec~~s  sr^x™* momtored  ""der 
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x>   j     n^  in  nrp^iiTP  to  bring  project  enrollments  up  to  "author- 
ized IS' rJSfc probLr!  is  lack  of  adequate  services  and 

components.  universal  problem  with  WIN,  although  we 

Comment.— 1  his Knot  a  umve       ^  cooperation  on 

are  i«.»h7"?JS: worked  out  locally  through  a  paper 
X^roceT  Vstu^be Mentioned  here  that  Welfare  is  required 

byMore  c°arefuT and Kkuse  of  testing  in, .mployability  planning 

PXm^.-Problems  continue  to  arise  in  implementing .the .WIN 
SnecSl  Works  Projects  component  largely  because  of  the -complex 
l^ll  arrangements  of  the  1^^^  *&££  Z 

^-SHmtel  facilities  where  needed,  including 
private  counseling .offices ;  or  £°^-  preventing  the 

Cement -Then »  *°^ef  f(JVlN,  as  this  is  negotiable  between 
SU  StLl  iTre1 lon^Sct    as  a  part ,  of "* e  *ate  p^ans   and 
budgets.  Any  State  can  request  permission  to  obtain  tacilities 
individual  projects. 

II.  RECOMMENDATIONS  THAT  ARE  THE  PRIMARY  CONCERN  OF  HEW 

Adoption  of  equitable  income  disregards  for  ™*™™&™Z\%en- 
Prereferral  physical  examinations  for  all  ^ents  se  ected  for  WIN. 
Adoption  of  uniform  screening,  assessment  and  refen ^  «"^a. 
Consideration  of  WIN  child  care  needs  as  part  of  a  national  child 

care  needs  assessment.  .  jnnaTrir„,Tit  to  develop 

Adherence  to  regulations  requiring  welfare  department  to  develop 

adequate  child  care  plans  for  mothers  referred  to  WIN  • 

Provision  of  in-service  training  for  persons  charged  with  arranging 

institution  of  national  program  to  provide  college purses m  child 
care  provision,  and  to  encourage  qualified  persons  to  enter  this  neiu 
in  greatly  increased  numbers. 
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III.    RECOMMENDATIONS     THAT     CANNOT     BE     IMPLEMENTED     THROUGH 
ADMINISTRATIVE   ACTIONS   UNDER   EXISTING   LAW     THR°UGH 

Elimination  of  the  provision  for  mandatory  referral  of  mothers 
no^Xr^te^Sr6"'  t0  mate  '"  to  ™  -n  if 

projects  are  backlogged   It  the  enrolE ;PA      youths  reS 
but  not  enrolled  should  continue  to  be  eligible  referred 

rrovision  of  a  national  allowance  for  AFDC  reciniontc  in  »,.„;  • 
programs  (possibly  adjusted  for  area  coft-ol-Uv^gSxeS  for  SUch 
out-of-pocket  expenses  as  transportation,  lunch,  etc  ' 

Implementation  of  a  single  check  payment  system  to  cover  grants 
child  care,  special  allowances  and  WIN  incentives  g  ' 

bull  government  funding  for  the  wages  of  special  work  oroiects 
payrXo'st8'  *  ^  ^^  S°  thafc  th*sP— "  bears  no adSnal 

Malcolm  R.  Lovell,  Jr., 

Assistant  Secretary  for  Manpower. 
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Appendix  C-Material  Related  to  H.R.  1-Welfare  Programs 
FF  For  Families 

(PREPARED  BY  THE  STAFF  OF  THE  COMMITTEE  ON  FINANCE) 
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CHARTS  AND  DESCRIPTION  OF  H.R.  1 
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Chart  1. -Federally  Aided  Welfare  Recipients  Under  Present 
Law  and  Number  Eligible  Under  H.R.   1     rK^ENT 

thJfh?RDTrtment   °f  Hrlth-   Education,    and   Welfare   estimates 

973  und'r  HRPTS°nS  ^  i*  %?**  fe  ^ederal  welfare  benefits  in 
1973  under  H.R.  1  compared  with  15  million  recipients  under  present 

The  chart  shows  the  difference  in  the  number  of  Federally  riHpH 

^rim^^r*  ,HR-  \  "  C°mpared  Wi"h  P-sentlawd  n 
w 2  DeoendTnt  Phi™  tremendous  ^rowth  of  the  Aid  to  Families 
Tt  5  3  mUhon  in  Kfi  HP*"1-  "?£  1%7--  (The  AFDC  rolls  stood 
nrint    ?TT    1K^9'6  milll0n  ?  1971'  il  is  estimated  by  the  De- 

SS^o^tS^^S^ and  Welfare  that  n-6  mmion  *™ 

welferolls  unde?  H  RPi?tS  KVh?  T^J*  Med  to  the  Fede™* 
wen  are  rolls  under  tiK.    l,   about  8   million  would   be  nersons  in 

families  and  three  million  would  be  aged,  blind,  or  disabfed    The  e 

statistics  do  not  include  an  estimated  additional  2.1  Son  Welfare 

recipients  who  would  receive  State  supplementary  payments  only  fl  2 

mates  That  «  tl^T^ ^  ol  U&^  Educati<>n,  and  Welfare  esti- 
Federal  «nd  St°t         u^u    28  ™  ll011  l^sons  would  be  eligible  for 
federal  and  State  welfare  benefits  in  1973  if  H.R.  1  were  enacted 
The  Department  estimates   that   13^   million  of  the    19   million 

SnX  e  H  R^T  "n  K°U-ld  *?  *#hle*or  Federalwelfare  „n°ts 
under  M.K  1  would  be  in  the  Opportunites  For  Families  "(OFF) 
program  administered  by  the  Department  of  Labot  whfe  about 
5V2  mil  ion  recipients  would  be  in  the  Family  Assistance  Pro-am 
administered  by  the  Department  of  Health,  Ed^cat  on   and  Weffare 
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Chart  2.— Welfare  Programs  for  Families 

Under  the  present  program  of  Aid  to  Families  with  Dependent 
Children  all  families  seeking  assistance  make  application  with  the 
State    welfare    agency,    which    determines    their    eligibility     makes 

SriT?"'  "?  FeferS  any  famil^  —eAfis  appr" 
pnate  to  the  State  employment  service  for  participation  in  emnlov 
ment  or  job  training  under  the  work  mcentiv/(Wlf)  pro^rSn Zder 
H.R.  1  families  applying  for  assistance  would  be  divided  into  two 
groups  those  including  an  employable  member  and  those  not  includW 
an  employable  member.  The  determination  as  to  whether  or  not  a 
family  contains  an  employable  member  would  be  made  by  the  Depart 

Families  which  included  an  employable  member  would  apply  for 
assistance  under  the  Opportunities  For  Families  (OFF)  pro-am 
administered  by  the  Department  of  Labor.  A  family  member  woufd  be" 
considered   ''employable"   unless  he  were  exempt from   regltration 

?allv°raV«nh1  'hT11!  "ft  °ne  ?f^ertain  SPeci^ed  condiE   Gen- 
not  £  a"  anb\e"bodled  ^ults-\ncluding  children  16  and  over  who  are 

chUl  S7wUld/%C°nS^ed  employable  except  mothers  of 
whirh  ?Jf  fl  3  -(Und-r  6  TUl  June  1974>>  mothers  of  families  in 

:^i%t^i^^cd  those  needed  at  home  to  care  for 

A  family  member  who  was  exempt  from  registration  but  neverthe- 
mXyaDlea^HTStfred/0r  W°£  °r  trainin^  ™uld  also  be  ^SES 
Dement  OFF^roS  ^^  ^  ^  *"  Labor 

thJ^llf  rhich  contained  onJy  members  who  were  exempt  from 
wnnU  g0  ?  ?n  re(l.ulrement  and  who  did  not  voluntarily  register 
L^  d-?P  I  v°r  afsls1^ance  under  the  Family  Assistance  Plan  (PAP) 
administered  by  the  Department  of  Health,  Education,  and  Welfare. 

ine  cash  assistance  provisions  of  H.R.  1,  including  benefit  levels 
are  identical  for  the  o/f  and  FAP  programs  g  * 

f.«;r  /art  -h°WS-  the  benefit  levels  which  would  be  payable  for 
ESk  °  uyaun5US uSlzes  *?th  no  other  ineome.  The  benefits  payable  to 
families  which  do  have  other  income  would  be  lower,  with  the  amount 
?n\™  eduction  dependent  upon  the  nature  and  amount  of  that  other 
J£w'  Gen?i      y'  unearned  income  would  cause  a  dollar-for-dollar 

^u«SM£  S lncome  would  cause  a  reduction  on  a  less  than 
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Welfare  Programs  for  Families 

•If  family  includes  an  employable  member 
(under  criteria  listed  in  H.R.1),  family  is 
eligible  to  receive  benefits  under  OFF 
program  administered  by  Labor  Dept. 

•If  family  cloes  not  include  an  employable 
member  family  is  eligible  to  receive  benefits 
under  FAP  program  administered  by  HEW 

•  Benefit  levels  under  both  programs  arethe  same; 

Family       Payment  to  family 
size         w'rth  no  other  income 

~~2  H600  annually 

3  2,000 

4  Z400 

5  2,800 

6  3,100 

7  3,400 
8  or        3,600 

more 


65 


•  745  O  -  71  -  pt.  1  -  28 
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Chart   3.-Welfare   Programs   for   Families:  Federal 

-Eligibility  Standards 

rAFnn\)reSent-J)r0gra^  °f  Aid  t0  Fami»es  with  Dependent  Children 
(AFDC)  provides  assistance  only  to  families  in  which  the  father  S 
dead,  incapacitated,  absent  from  the  home,  or  (at  the  State's  ontion? 
unemployed    For  such  families,  assistance'  is  provided  if  theymee 
he  eligibility  requirements  established  by  each  State  with  respect 
to  such  factors  as  level  o    income  and  amount  of  resources.   Under 
H.R     1,    assistance    would    be    extended    to    all    families     including 
families  in  which  the  father  is  present,  with  at  least  one  child  under  agf 
18  (or  under  age  22  and  regularly  attending  school)  if  thev  met  ce? 
tain  nationally  uniform  eligibility  requirements  specified^  Te  bil  " 
To   be   eligible   for   a   Federal   welfare   payment,    a  family's   total 
countable  income  would  have  to  be  less  than  $800  forTach  of "the 
fi^t  two  family  members,  plus  $400  each  for  the  next  three  member! 
$300  each  for  the  next  two,  and  $200  for  the  eighth  member  ' 

^rr^S^^SW'  mCOme'  Certahl  ^  -d  — ts  »f 
ma1nderanimally  "'  ^^  earnil^s  l)lus  one-third  of  the  re- 

nm^nff  f°  CGrtT  Hn?itS'  the  eamings  of  school  children,  small 
amounts  of  earned  and  unearned  income  received  infrequently 

rpn2U       J'  an.d   earni^S  USed  t0  obtain  child  ca™  services 
required  to  permit  a  family  member  to  work  or  take  training- 

m™?£      %  °n  nee.d'  mcluding  qualified  State  supple- 

mentary welfare  payments  but  not  including  veterans'  pensions; 

q  £ T     I1'     ate  allowances  ^r  training  programs  under  the  bill 
bcholarships  to  cover  tuition  and  fees; 
The  value  of  home  produce; 

One-third  of  any  alimony  or  support  payments;  and 
w  .fVmounts  received  for  providing  foster  care 

«iSSi  ity  Tul3d  be  Hmited  t0  families  with  +otal  resources  of 
hnlVu  S'  i1  determmmg  this  limitation,  the  value  of  the  home, 
~  ld  goods  personal  effects,  and  property  needed  for  self- 
support  would,  if  found  reasonable,  be  excluded.  Also,  life  insurance 

PnJ te?„7  "i  beucounfced  if  the  face  value  of  all  policies  for  each 
individual  were  less  than  $1500. 

A  family  could  not  receive  assistance  under  H.R.  1  if  the  head  of 
studenT8  WerC  a  fulUime  undergraduate  or  graduate  college 

pjond;v;duals  who  w°uld  be  required  to  register  for  work  and  training 
except  for  an  incapacity  caused  (even  in  part)  by  drug  or  alcohol 
abuse  would  be  ineligible  for  assistance  unless  they  were  undergoing 
appropriate  treatment  for  these  conditions  at  approved  institutions 
were  arable11  ^  ehglblhty  WOuld  apply  onl>'  if  such  treatment 
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Welfare  Programs  for  Families 
Federal  Eligibility  Standards 

•Family  must  include  one  child  underage  18 
(or  under  age  22  and  in  school) 
•First  $720  of  annual  earnings  and  V3  of 
additional  earning?  not  counted;  certain 
other  income  exclusions  specified 
•Countable  income  mustbebelow  specified  limits: 

Family  size    limit  Family  size    limit 

2  $1,600  6      ^100 

3  2,000  7      3,400 

4  2,400  8  or     3,600 

5  2,800  more 
•Countable  resources  must  be  under  $1500 
•Head  of  household  may  not  be  full  time 

college  student 
•All  family  members  must  apply  for  any  other 

benefits  for  which  they  might  be  eligible 
•Drug  addicts  and  alcoholics  eligible  only  if 

undergoing  any  treatment  that  may  be 

appropriate 


426 


Chart    4. — Welfare    Payments    to    Families:    Administrative 

Provisions 

Present  programs  of  assistance  to  families  with  children  are  admin- 
istered by  State  welfare  agencies.  Under  H.R.  1,  the  Departments 
of  Labor  and  of  Health,  Education,  and  Welfare  would  be  directly 
reponsible  for  the  administration  of  the  Federal  welfare  programs 
for  families.  The  bill  would  require  these  Departments  to  prescribe 
such  rules  on  the  filing  of  applications,  the  furnishing  of  evidence  and 
the  reporting  of  changes  in  family  circumstances  as  is  necessary  to 
determine  eligibility  for  and  the  amount  of  assistance.  The  Depart- 
ments could  also  require  other  Federal  agencies  to  furnish  any  informa- 
tion they  had  which  was  needed  to  verify  a  family's  eligibility  or  the 
amount  of  benefits  due. 

Families  failing  promptly  to  make  required  reports  or  to  furnish 
requested  evidence  would  be  penalized  by  $25  for  the  first  failure,  $50 
for  the  second  and  $100  for  each  failure  in  excess  of  two.  These  pen- 
alties would  be  withheld  from  the  family's  assistance  payments.  At 
the  end  of  each  quarter,  each  family  would  be  required  to  submit  a 
report  containing  information  concerning  its  income  and  other 
eligibility  factors  for  that  quarter.  If  the  report  were  not  filed  within 
30  days  after  the  end  of  the  quarter,  no  further  payment  to  the  family 
could  be  made  until  the  report  was  received. 

A  family's  benefit  payment  would  be  based  on  estimated  income  to 
be  received  during  a  quarter;  but  benefit  entitlement  would  be  based 
on  the  actual  income  it  received  during  the  quarter  in  which  welfare 
payments  were  made,  with  further  adjustment  made  for  income,  if 
any,  above  the  eligibility  limit  during  the  3  preceding  quarters. 
Any  difference  between  benefits  received  and  benefits  to  which 
the  family  was  entitled  would  represent  overpayments  or  un- 
derpayments, with  appropriate  adjustment  in  subsequent  benefits. 

At  the  time  a  family  initially  applied  for  assistance,  it  could  be  paid 
an  advance  against  future  benefits  of  up  to  $100  if  it  faced  a  financial 
emergency  and  was  apparently  eligible  for  assistance. 

After  a  family  had  received  assistance  for  a  continuous  period  of 
24  months,  no  further  payments  would  be  made  unless  the  family 
filed  a  new  application  which  would  generally  have  to  be  processed  as 
though  the  family  were  seeking  assistance  for  the  first  time. 
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Chart  4 


Welfare  Payments  to  Families 
Administrative  Provisions 

•  Federally  administered;  HEW,  Labor  to 
require  such  reports  and  evidence  as  are 
needed  to  establish  eligibility;  "simple 
declaration" method  precluded 

•  Penalties  of  $25  to  $100  for  failure  to  make 
required  reports  or  furnish  evidence  promptly 

•  Each  family  must  file  quarterly  income 
report;  welfare  cut  off  if  report  not  filed 
within  30  days  of  end  of  quarter 

•  Payments  based  on  estimated  income  for 
quarter;  entitlement  based  on  actual  income 
for  quarter.    In  both  cases,  adjustment  is 
made  for  excess  income  in  3  prior  quarters. 

•All  Federal  agencies  required  to  furnish 
information  needed  to  verify  eligibility 

•  Up  to  $100  may  be  advanced  pending 
verification  of  eligibility 

•Family  must  reapply  after  2  years  on 
welfare 
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Chart  5. — State  Supplementation  of  Federal  Welfare 

Payments  to  Families 

The  basic  Federal  levels  of  assistance  established  under  H  R  1 
($2,400  for  a  family  of  4)  would  in  some  States  be  higher  than  and  in 
other  States  be  lower  than  the  current  State  payment  levels;  about 
30  States  presently  provide  more  than  $2,400  in  assistance  annually 
for  such  families.  In  addition  H.R.  1  would  make  welfare  recipients 
ineligible  to  participate  in  the  food  stamp  program.  In  all  but  9  States, 
the  value  of  food  stamps  together  with  welfare  payments  to  a  family 
of  four  with  no  other  income  exceeds  $2,400.  • 

States  wishing  to  supplement  Federal  welfare  benefits  would  be 
required  to  follow  the  Federal  rules  for  the  treatment  of  income  (for 
example,  the  first  $720  of  annual  earnings  and  one-third  of  earnings 
in  excess  of  $720  would  have  to  be  disregarded). 

H.R.  1  would  permit  States  to  enter  into  agreements  with  the 
Secretary  of  Health,  Education,  and  Welfare  for  Federal  administra- 
tion of  State  supplemental  benefits.  Under  such  an  agreement,  supple- 
mental payments  would  have  to  be  made  to  all  families  eligible  for 
Federal  assistance  payments  under  H.R.  1  in  which  the  father  was 
dead,  absent,  or  disabled,  except  that  States  could  require  a  period  of 
residence  in  the  State  as  a  condition  of  eligibility  for  benefits.  In 
addition,  State  supplementation  administered  by  the  Federal  govern- 
ment would  have  to  follow  rules  prescribed  by  the  Secretary  of 
Health,  Education,  and  Welfare  as  necessary  "to  achieve  efficient  and 
effective  administration." 

The  States  would  not  be  required  to  reimburse  the  Federal  govern- 
ment for  any  part  of  the  costs  of  administering  State  supplementation. 
States  would,  however,  have  to  pay  for  the  full  amount  of  the  supple- 
mental payments  subject  to  a  savings  clause  which  limits  the  total 
amount  of  certain  State  expenditures  for  assistance  to  the  aged,  blind, 
and  disabled  and  to  families  to  1971  levels. 

If  a  State  elected  to  administer  its  own  supplemental  pyaments, 
there  would  be  no  Federal  sharing  of  administrative  costs  and  the 
savings  clause  would  not  apply.  The  State  would  have  to  follow  the 
*  ederal  income  exclusion  rules  but  would  otherwise  be  free  to  establish 
all  terms  and  conditions  of  eligibility  for  supplementation. 

l  i '  1Jv?uld  squire  States  to  provide  supplemental  payments  at 
a  level  sufficient  to  maintain  current  welfare  payment  levels  (adjusted 
upward  for  the  loss  of  food  stamp  eligibility)  until  the  State  govern- 
ment took  some  affirmative  action  to  eliminate  or  set  a  different  level 
of  supplementation. 
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Chart  5 


State  Supplementation  of  Federal 
Welfare  Payments  to  Families 

•About  30  States  currently  pay  more  than 
$£400  to  a  family  of  A  with  no  other  income 

•If  State  chooses  to  supplement  Federal 
welfare  payment,  Federal  earned  income 
disregard  and  other  income  exclusions  must 
apply-  State  may  choose  Federal  administration 
of  supplementation  program. 

If  State-administered*-       If  Federally  administered: 

•State  determines  'State  must  make  eligible  all 

coverage  and  other  families  receiving  Federal 

eligibility  rules  welfare  payments 

°  -in  which  the  father  is  dead, 

absent,  or  incapacitated 

-  if  family  meets  Slate  duration 
or  residence  requirement  (if  any)- 
Federal  administrative 
procedures  apply 

•State  pays  no 
administrative  cost 

•Savings  clause  limits  State 
welfare  costs  to  current 
level  if  certain  conditions 
are  met 

ll 


•  State  pays  full 
administrative  cost 

•  State  pays  full  cost  of 
supplementary 
payments 
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Chart  6.— Welfare   Recipients   in   Families   Under  Present 
-Law  and  Number  Eligible  Under  H.R.  1 

Hnn'^nH1  Vk  the  P™Jectio»s  Pf  the  Department  of  Health,  Educa- 
tion and  Welfare,  there  will  be  11.6  million  recipients  of  Aid  to 
Families  with  Dependent  Children  by  fiscal  year  1973.  H.R  1  would 
raise  the  number  of  persons  in  families  eligible  for  Federal  welfare 
payments  to  19.4  million ;  the  Department  estimates  that  an  additional 
ments  P6rS°nS  ^       °nly  f°r  State  8uPPkmentary  pay- 

The  Department  projects  that  under  present  law  the  AFDC  rolls 

milUoVhv  %f?  %WQ  rapid!^  af.teru197f  reachi"g  a  caseload  of  15.8 
million  by  1977.  This  projection  is  based  on  an  assumption  that  poor 
quality  control  will  continue  and  that  efforts  at  training  and  job 
creation  will  continue  to  be  minimal.  J 

By  way  of  contrast,  the  Department  projects  that  the  number  of 
persons  in  families  eligible  for  Federal  welfare  payments  will  decline 
steadily  from  19.4  million  in  1973  to  17.2  million V 1 977  Ve  Depart- 
ment maintains  that  the  primary  differences  between  AFDC  and  the 

Smp1onsaTrey:   ^^    ****    ^    t0    *«    difeent    *™* 

(1)  Replacing  a  monthly  with  an  annual  accounting  period- 

(2)  Replacing  poor  quality  control  with  an  efficient,  automated 
national  system; 

(3)  Changes  in  earnings  disregards;  and 

(4)  Replacing  minimal  efforts  at  training  and  job  creation 
W1£n  a  much  larger  and  more  effective  program. 

1  he  figures  on  the  chart  do  not  include  recipients  who  are  receiving 
Mate  supplemental  benefits  only.  The  Department  of  Health,  Educa- 
tion and  Welfare  estimates  that  the  number  of  these  recipients  will 
rise  from  1.2  million  in  1973  to  1.3  million  in  1977. 
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Chart  6 


Welfare  Recipients  in  Families 
Under  Present  Law  and  Number 

Eligible  Under  H.R.1 


5.3  mil. 


19. 4  ml  I. 


172  mil. 


11.6  mik 


1967 


1973 


1977 
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Chart  7.— Federal  Welfare  Costs,  Fiscal  Year  1973 

The  chart  shows  the  impact  of  H.R.  1  on  Federal  welfare  costs  in 
fiscal  1973. 

Federal  funds  for  welfare  payments  will  rise  by  an  estimated  $4.6 
billion,  partly  offset  by  a  reduction  of  $1.4  billion  in  food  stamp  costs. 
An  additional  $1.7  billion  will  go  for  increased  Federal  expenditures 
for  child  care,  manpower  training  and  supportive  services,  and  public 
service  jobs.  Federal  assumption  of  the  costs  of  administering  welfare 
will  add  another  $0.7  billion  in  costs  in  fiscal  1973.  Finally,  a  savings 
of  $0.1  billion  is  projected  in  two  programs,  the  assistance  programs 
for  Cuban  refugees  and  for  American  Indians. 

Thus  the  total  additional  Federal  welfare  costs  for  fiscal  1973  will 
be  $5.5  billion.  This  will  bring  the  total  Federal  welfare  costs  for  that 
year  to  about  $15  billion.  Medicaid  costs  are  not  included  within 
these  calculations. 
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Chart  7 


Federal  Welfare  Costs,  FY  1973 


Current  law     H.R.1      Increase 

Payments  to  families    *3.9  bill    $5.5  bil.    +H6bil. 

Payments  to  agecjblind,    2.2  bil.      4.1  bil.    +  1.9  bil. 
and  disabled  persons 

Payments  to  States  —  1.1  bil.     +1.1  bil. 

undersavings  clause 

Food  stamps  2.4  bil.      1.0  bil.    -14  bil. 

Subtotal  benefit  costs  g£ty|    11.7  bil.  +3.2b'll. 

Child  care  03 bil.  0.8  bil.  +0.5bil. 

Training  0.2 bil.  0.5  bil.  +Q3bil. 

Public  service  jobs  -  0.8  bil.  +0.8bil. 

Supportive  services  —  0.1  bil.  +0.1  bil. 

Administration  0.4  bil.  1.1  bil.  +0.7  bil. 

Subtotal, related  costs    0.9  bil.    33 bil.  +2.4  bi I. 

Impact  on  other      _          -0.1  bil.    -0.1  bil. 
programs 

TOTA  L  9.4  bil.  14.9  bil.  +5.5  bil. 
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Chart  8. — Deserting  Fathers 

Under  present  law,  States  are  required  to  attempt  to  obtain  and 
enforce  court  orders  for  support  against  deserting  parents  of  children 
in  families  eligible  for  Aid  to  Families  with  Dependent  Children. 
Last  year's  Finance  Committee  bill  would  have  authorized  the 
Attorney  General  of  the  United  States  to  seek  to  enforce  any  such 
State-obtained  support  orders  and  to  refund  to  the  States  from  the 
amounts  he  collected  their  share  of  any  assistance  payments  made  to 
the  families  involved.  H.R.  1  contains  no  comparable  provision 
concerning  Federal  enforcement  of  court  orders,  but  the  bill  would 
increase  from  50  to  75  percent  the  Federal  matching  for  State  costs 
incurred  in  securing  and  enforcing  support  orders. 

The  1970  Finance  Committee  bill  also  would  have  made  a  deserting 
parent  liable  to  repay  to  the  United  States  the  Federal  share  of 
welfare  payments  made  to  his  family  during  the  period  of  abandon- 
ment. (This  liability  would  not,  however,  exceed  the  amount  of 
support  owed  the  family  under  a  court  order  if  one  had  been  issued) . 
The  same  type  of  liability  to  the  United  States  for  Federal  welfare 
payments  would  be  imposed  upon  deserting  parents  under  the  pro- 
visions of  H.R.  1.  However,  where  the  Finance  Committee  bill  directed 
the  Attorney  General  to  make  recovery,  H.R.  1  provides  for  the 
liability  to  be  withheld  from  payments  owed  by  the  United  States  to 
the  deserting  parent  such  as,  for  example,  income  tax  refunds  or 
social  security  benefits. 

Both  H.R.  1  and  last  year's  Committee  bill  would  have  made  it 
a  Federal  crime  for  a  parent  to  cross  State  lines  in  order  to  avoid  his 
parental  support  responsibilities. 
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Chart  8 


Deserting  Fathers 


1970  Finance  Com,  Bill 

•Deserting  father 
liable  to  US.  for  federal 
share  of  welfare  pay- 
ments to  his  family; 
recovery  to  be  obtained 
by  Attorney  General 

•Criminal  penalty  for 
crossing  State  line  to 
avoid  parental 
responsibilities 

•Attorney  General  to 
enforce  State  support 
orders  and  refund  State 
Share  of  welfare  from 
amounts  collected 


•  Same,  except  recovery 
to  be  made  by  with- 
holding from  future 
payments  owed 
individual  by  U.S. 


♦  Same 


•  Federal  matching  raised 
from  50%  to  75%  for 
State  efforts  to  obtain 
and  enforce  support 
orders 
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Chart  9. — Medicaid  Work  Disincentive 

j  ?"R:J  would  require  that  welfare  recipients  with  earnings  pay  a 

deductible  under  the  Medicaid  program;  the  amount  of  the  deductible 

would  increase  as  earnings  increased. 

In  the  24  States  which  today  extend  Medicaid  coverage  only  to 

cash  assistance  recipients,  the  Medicaid  deductible  would  rise~one 
dollar  lor  every  three  dollars  of  earnings  above  $60  monthly.  However 
since  the  Federal  welfare  payment  would  also  be  reduced  two  dollars 
lor  every  three  dollars  earned,  the  net  effect  would  be  a  three  dollar 
reduction  for  each  three  dollars  earned. 

For  States  extending  Medicaid  coverage  to  persons  not  eligible  for 
cash  welfare  payments,   the  same  disincentive  effect  would  occur 
beginning  with  monthly  earnings  above  a  specified  amount  which 
would  depend  on  State  eligibility  levels  for  cash  assistance  and  for 
Medicaid. 
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Chart  9 


Medicaid  Work  Disincentive 

Under  H.  R.  1,  in  24  States,  for 
every  $3  earned  monthly  above  *60, 

-cash  assistance  is  reduced  $ 2 

-  Medicaid  deductible  is  increased  £J_ 

In  other  States,  for  every  $3  earned 
monthly  above  a  specified  amount 
(depending  on  State  eligibility  levels  for 
cash  assistance  and  for  Medicaid), 

-cash  assistance  is  reduced       $2 
-  Medicaid  deductible  is  increased  *J_ 

*3 
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ASSUMPTIONS  USED  IN  FIVE-YEAR  PROJECTIONS 

Tho  R  vpar  nroiections  of  maintenance  payments  costs  under 

following  paragraphs  assumed  that  all  States  would  turn 

posal.  Administrative  costs  unaer  maintenance  payments 

IS'sSative  Kwould  g^w  It  the  same  rate £ I  the ,  expec fed 

growth  rates  were  used  in  the  projections. 

[In  percent] 


Current  law  Proposal 


Cases:  2  0  2 

Aged .•••■•■• 5*0  2 

Blind  and  disabled  . .     . . . . .  •   •  • , jjv  0 

Payments:  Aged,  blind  and  disabled ^ 

It  was  assumed  that  benefit  levels  would  not  change  except  as 

mmmsm 

t0cH?rtent"law  growth  rates  have  been  applied  to  estimated  1972 

SS§asKse*« 

[In  percent] 

Current  law  Proposal 


8  6 

Cases 

Payments:  5  1 

Total g  0 

Federal 
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hJ?h  +ufit  leve,s.  weIe  assumed  to  remain  constant  over  time  for 
b0xu  thj!  current  and  proposed  programs  0r 

The  different  growth  rates  for  cases  under  current  versus  n™ 
posed  law  result  from  the  following  consideration      ft  was  as" 
sumed  that  current  law  AFDC  cases  would  grow  at  a  rate  wh.ch 
would  use  up  90  percent  of  the  estimated  potent^!  caseload  bv 

lull',   Me*CaSe  0a6u  growtn  rate  for  the  proposal  assumes  that 
all  eligible  families  have  been  included  from  an  analysis i  of  census 

tSfnnVenyrnu^  55?  future  growtn  wi"  be  lim|ted  to general  popula 
Iff   T,ne  Pr»mary  differences  between  AFDC  and  the 

^$0^^™  Wh,Ch  ,ead  t0  these  d'^rent  "gro^h 

(1)  replacing  a  monthly  with  an  annual  accounting  period- 

midTa'S  sK  ^  COntr°'  W'th  an  efficient   ^ 

(3)  changes  in  earnings  disregards- 

(4)  replacing  minimal  efforts  at  training  and  job  creation 
with  a  much  larger  and  more  effective  program 

a  SB  Lanf  asHsumed  t0  '".crease  more  slowly  than  cases  as 
a  result  of  expected  increases  in  income 

f  he  projections  of  families  headed  by  working  males   and  the 

payments  for  which  they  would  be  eligible  under  H  R    1    were 

This  c?oHn0nftf:e  baS,\°f  pr0Je,CtSd  census  data  on  all  eligibles 
mis  group  of  recipients  would  decline  over  time  since  waae 
increases  would  more  than  offset  population  growth  9 

(Prepared  by  the  Department  of  Health,  Education,  and  Welfare.) 
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TABLE  3 -PROJECTED  RECIPIENTS  UNDER  CURRENT  LAW, 
PERSONS  ELIGIBLE  FOR  FEDERAL  PAYMENTS  UNDER  H.R.  1, 
AND  PERSONS  ELIGIBLE  FOR  STATE  SUPPLEMENTARY  PAY- 
MENTS ONLY,  FISCAL  YEAR  1973-1977 

[In  millions] 


Fiscal  year 


1973 


1974       1975       1976         1977 


Recipients  under  current  law: 

Persons  in  families  with  .-.  15  8 

dependent  children 11.6     12.6     13.6     14./  10.0 

Aged  blind  and  disabled . . . .  3.4      3.4      3.5      3.5  J.b 

Total  recipients  under  182     194 

current  law 15.0     16.0     l/.i     io.^     i».* 

Persons  eligible  for  Federal 

benefits  under  H.R.  1: 
Persons  in  families: 

Not  now  covered  under  fi  d        57 

present  programs 9.1       8.1       /.^       t>.4        a./ 

Covered  under  present  n2      115 

programs 10.3     10.6     10.9     11.2      li.o 

Aged,  blind  and  disabled. . . .     6.2      6.6      7.1       7.2        /.^ 

T0HaRei9ibleS.Under 25.6    25.3     25.2     24.8      24.4 

Persons  eligible  for  State 
supplementary  payments 

only: 
Persons  in  families  with  -3        13 

dependent  children..     ....     1.2       1.2      1.2       l.|        i-| 

Aged,  blind,  and  disabled. . .         .9  /         -° 

Total,  State  1  Q       1  7       i  8        13 

supplementation 2.1       1.9       1.7       i.»        i-o 

Total  persons  eligible  under 

up     1  • 

Persons  in  families  with  lgg      18  5 

dependent  children 20.6     19.9     19.3     is.y      10.0 

Aged,  blind,  and  disabled...      7.1       7.3       7.5       7.6        /■» 

Grand  total 27.7    27.2    26.8    26.5      26.3 
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TABLE  4.-PR0JECTED  PERSONS  ELIGIBLE  FOR  FEDERAL 
FAMILY  BENEFITS  UNDER  H.R.  1  AND  PROJECTED  AFDC 
^IPIENTS  UNDER  CURRENT  LAW,  BY  SEX  OF  FAMILY  HEAD 

[In  millions] 

Fiscal  year 
1973       1974       1975       1976         1977 

Persons  in  families  eligible 
for  Federal  benefits  under 
H.R.  1 ; 

FAP'total 5.9       6.1       6.3       6.5        6.8 

Male  heads, 1,6    1~6       l~l      \7        Tn 

Female  heads 4.3       4.5      4.6      4.8        5.0 

0FF' total 13.5     12.6     11.8     11.1      1Q.4 

Male  heads  8.8       7.8       7.0      6l        55 

Female  heads 4.7      4.8      4.8      4.9        4.9 

Proposed  eligibles,  total. . .    19.4     18.7     18.1     17.6      17.2 

Persons  in  recipient  families 
undercurrent  law: 

Male  heads 17       i  g      on      o9        oa 

Female  heads ~;: ■;; ; .     9.9    10.'7    11.6    12.5      UA 

Current  AFDC  recipients,  " 

total 11.6     12.6     13.6     14.7      15.8 
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TABLE  5 -PROJECTED  NUMBERS  OF  ADULTS  AND  CHILDREN 
FIIPIBLE  FOR  FEDERAL  BENEFITS  TO  FAMILIES  UNDER 
H  R   1  AND  R^ECIPIENTS  OF  AFDC  BENEFITS  UNDER  CURRENT 

LAW,  1973-77  [|nm||||Qns] 

Fiscal  year  

J973         1974         1975  1976           1977 

Persons  in  families  eli- 
gible for  Federal 

benefits  under  H.R.  1:                          1         fi  ~  fic          68 

FAP  (total) 5.9        6.1        6.3  6.5          o.s 

OFF  (total) 13.5      12.6      11.8  11.1        10-4 

Adults 4.8        4.2        3.9  3.5          3.4 

Children 8.7        8.4        /.9  /.o 

Proposed  eligibles  (total).     19.4      18.7      18.1  17j__J7£ 

Persons  in  recipient  fam- 
ilies under  current  law:  4  0         4  3 

Adults 3.1        3.4        3.7  4.u 

Children 8.5        9.Z        *•* 

^(t^^.^.1^.-    n-6    12-6    13-6  14J      15,8 
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T/)PmL7o~PR0JECTED  POTENTIAL  MAINTENANCE  PAYMFNTq 
UNDER7H.R.   1  AND  UNDER  CURRENT  LAW    FISCaT  YEARS 

[In  billions  of  dollars] 

Fiscal  year 

1973       1974  1975       1976         1977 

Under  H.R.  1: » 

£?dfra!Pa-vments  to  families.    $5.5     $6.0  $5  9     $5  7      «c 

Federal  payments  to  aged  *          *  "'      *5-6 

blind,  and  disabled '..       41       46  cA       ^A        c. 

Food  stamps 10          «  «       5i        H 

Federal  hold  harmless '8        -8          -9 

payments  to  States 1.1       L0  .8         8           g 

Total,  proposed  Federal                       "  " 

payments 11.7     12.4  12.9     12.7      12.8 

Non-Federal  payments  to  ===== 

families 3  1       q  9  o  o       0  r> 

Non-Federal  payments  to   '"  6'2       3"3        3-4 

ua9ed,  blind,  and  disabled..      1.5       1  2  9          q           q 

Hold  harmless  payments  -y          -9 

received  from  Federal 

Government -1.1   -1.0  _.8     _.8       -.9 

Total,  proposed  non-                                 "  '               " 

Federal  payments 3.5      3.4  3.3      3.4        3.4 

Undercurrent  law: 2  ===== 

Federal  share  of  AFDC 39      41  a  a       a  a        AQ 

Federal  share  of  aid  to  4'4      4'6        4-9 

aged  blind,  and  disabled..     2.2       22  23       9  1        o  a 

pood  stamps 2.4      2.5  2.6      27        2.8 

Total,  current  Federal  ' 

payments 8.5      8.8  9.3       9.6      10.1 

Non-Federal  share  of  AFDC. ."  3.3  "    35  37       ?q        a  1 

Non-Federal  share  of  aid  to  ,y        4A 
aged,  blind,  and 

disabled 1-4      1.5  1.5       1.5        1.6 

Total,  current  non-  " 

Federal  payments 4.7       5.0  5.2       5.4        5.7 

j  Projected  benefit  payments  if  all  eligibles  particiDate 
"  Projected  benefit  payments  to  actual  recipients 
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TABLE  9.-ANNUAL  PER  PERSON  COSTS  USED  TO  ESTIMATF 
TOTAL  COST  OF  FOOD  STAMP  CASH  OUT ' 


State 


AFDC 


Total 


$83.67 


Alabama. 
Alaska.... 
Arizona. . 
Arkansas. 
California 


Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 


Iowa 

Kansas.. . 
Kentucky. 
Louisiana 
Maine 


Maryland 

Massachusetts 

Michigan 

Minnesota 


Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire. 


New  Jersey... 
New  Mexico. . . 

New  York 

North  Carolina 
North  Dakota 


114.00 
99.00 


138.00 

120.00 

78.00 

135.00 

120.00 

18.00 

12.00 

102.00 

120.00 

102.00 

42.00 

120.00 
120.00 
135.00 


Missiii^i:::::;::::;;;;;;;;;;;  yao°        12ao° 


96.00 

144.00 
78.00 

102.00 
90.00 


See  footnotes  at  end  of  table. 


6.00 

138.00 

156.00 

36.00 

90.00 

78.00 

120.00 

78.00 

66.00 

102.00 


Aged,  blind 
and  disabled 


$53.28 


168.00 


120.00 

120.00 
120.00 
120.00 
120.00 


84.00 
120.00 
120.00 


120.00 
120.00 


120.00 
120.00 
120.00 

120.00 

120.00 

120.00 
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tari  F  q     ANNUAL  PER  PERSON  COSTS  USED  TO  ESTIMATE 
TOTAL COST  OF  FOOD  STAMP  CASH  OUT  '-Cont.nued 


State 


Wyoming 

Guam 

Puerto  Rico. . . 
Virgin  Islands 


Aged,  blind 
AFDC        and  disabled 


156.00  24.00 

Ohio 129  00  24.00 

Oklahoma 138*00 

Oregon  . . . , 780o  i20.00 

Pennsylvania 102*00  120.00 

Rhode  Island iU^ 

South  Carolina q0  00 i20.00 

South  Dakota ^00         

Tennessee 1 1 1  00  

7,?x?s 138*.00  .'.'.'.'.' 

Utah 

90.00  120.00 

Vermont 102  00  120.00 

Virginia 90'oo  120.00 

Washington 30*00  

West  Virginia 138  00  

Wisconsin 


138.00 


.  These  unit  costs  were  d«va.op^^^ 
based I  on  actual  food  stamp  data  for  November  1970. 
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WPwmwmm 


Without  With 

State  f00d  stamP  food  stamp 

cash  out  cash  out 


Alabama.  ...  u,  u„ 

Alaska...        $4,140  '$4,140 

<?««*•■'•••■" :::::::::::::::::::::::::  tit0*  'ii?6 

Colorado „  QCn 

Connecticut ..::::::: ^o  5,670 

Delaware -  f  *?f  o  n?'}2§ 

District  of  Columbia. . .... t'004  %'\ol 

F,or,da 4;?40  ttf28 

&{■;::::: '4^2  4.410 

Idaho...                        5,454  6,066 

Illinois...:: 5.076  5,796 

,ndjana :::::::::::::::::::::::::  4:^  t$f 

LouiS 4'140  5*30 

Maine       4 ' 2  40  !  4 f  1 40 

Mame J  4,140  41896 

Maryland A  0 A R 

Massachusetts g'SSS  5,184 

Michigan g'fg  6,840 

Minnesota §'f§i  £,066 

Missksinni          b,102  6,642 

m,SS,SS,pp' '  4, 140  '  4, 140 

Missouri iA  1An  .  „,. 

Montana 4'£42  £356 

Nebraska 4'^4  5,652 

Nevada "              ,  4'?20  ,5,256 

NewHampshire::::::::::::::::::::.::  g#°  ■;  4,140 

N^wYork      4'140  5,040 

North  Carolina .WW x  S'fgj  ^,236 

North  D^U-nta          4,14U  4,716 

iNortn  uakota 5418  6  03Q 

See  footnotes  at  end  of  table. 
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taoi  c  m     wirHF^T  AMOUNT  A  FAMILY  OF  FOUR  MAY  EARN 
TA*BMn  19imH rf  li  irmi  E  FOR  WELFARE,  ASSUMING   STATE 

setsIupplImenta^pa'^^^^^  CURRENT  AFDC 

MAXIMUM— Continued 


Without  With 

food  stamp  food  stamp 

cash  out  cash  out 

State  


n.  .  4,320  5,256 

Ohio 14  140  12  4,140 

Oklahoma J770  5  598 

Oregon      ., 6;354  6f822 

Pennsylvania ^'454  6  066 

Rhode  Island ^404 

1  4  140  *  4,140 

South  Carolina ^  120  6  660 

South  Dakota ^  4  140  4,392 

Tennessee 1 4'  140  4,986 

7SX?S 4',536  5,364 

Utah 

6,192  6,732 

Vermont 5'418  6>rj30 

Virginia 6'174  6ju 

Washington 1 4  140  4,500 

West  Virginia ^626  5  454 

Wisconsin ^'°^° 

4  806  5,634 

Wyoming 5'346  2  5346 

Guam x  3'o60  J  2  3,060 

Puerto  Rico 1  4140  1 2  4,140 

Virgin  Islands ^,x^ 

>  Federal  break-even  point;  State  would  have  no  supplemental  program. 
2  State  does  not  now  have  food  stamp  program. 
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TAA?m ill }■"£!£  T0  FAMILIES  WITH  DEPENDENT  CHILDREN- 
ANNUAL  AMOUNT  FOR  BASIC  NEEDS  UNDER  PAYMENT 
STANDARD  AND  LARGEST  AMOUNT  PAID  FOR  BASIC  NEEDS 
FOR  A  FAMILY  CONSISTING  OF  FOUR  RECIPIENTS !/  BY  STATE? 


State 


Payment 
standard  l 


Maximum 
payment ' 


Alabama 

Alaska 

Arizona 

Arkansas 

California  2 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina. . . 
North  Dakota 

See  footnotes  at  end  of  table. 


2,760 

972 

4,800 

3,600 

3,192 

2,076 

3,060 

1,212 

3,936 

2,652 

2,820 

2,820 

4,020 

4,020 

3,444 

1,788 

3,912 

2,934 

2,676 

1,608 

2,496 

1,596 

3,108 

3,108 

3,264 

2,892 

3,408 

3,408 

4,356 

2,100 

3,600 

2,916 

3,384 

3,012 

3,168 

2,316 

2,448 

1,248 

4,188 

2,016 

3,624 

2,352 

3,402 

3,402 

3,516 

3,516 

3,708 

3,708 

2,784 

720 

4,176 

1,560 

2,700 

2,472 

4,151 

2,712 

3,804 

1,716 

3,768 

3,768 

4,164 

4,164 

2,436 

2,148 

4,032 

3,756 

2,400 

2,064 

3,384 

3,384 
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WmmESm 

MAY  1971  '—Continued 

Payment  Maximum 

standard  »  payment » 

State 

77                                                                 3,096  2,400 

Ohio 2  616  2,220 

Oklahoma 3'360  2,688 

Oregon 3'612  3,612 

Pennsylvania3 3'060  3  060 

Rhode  Island °'UDU 

South  Carolina 2,376  ,     Q 

South  Dakota |'ggj  X\5A8 

Tennessee 2?364  1,776 

Texas 3'252  2,328 

Utah °^ 

3  732  3,732 

Vermont 3'348  3>132 

Virginia 3'384  3  240 

Washington 4 3'180  lr656 

West  Virginia 3'060  2,604 

Wisconsin 3'396  2,724 

Wyoming 

standards  and  maximum  payments  calculated  for  a  mot ^r  with  3  children. 

a^eT^^e  ^^^™^A  National  Center 

for  Social  Statistics. 

2  Los  Angeles  County. 

3  Philadelphia. 
*  King  County. 
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Chart  A 


NUMBER   OF  CHILDREN   RECEIVING    AID  TO   FAM.L.ES   WITH   DEPENDENT 

CHILDREN  MONEY  PAYMENTS  BY   STATUS   OF  FATHER. 

JUNE  OF  SELECTED  YEARS.  1940   TO  DATE 


MILLIONS  OF  CHILDREN 
5  25 


1940  1945 


1965  1969 

MtW-SRS-NC3$  N.  4F 
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Chart  B 


NUMBER    OF    PUBUG    ASS,STANCE    REC.P,ENTS    OF    "ONEY     PAYMENTS    BY    PROGRAM, 
NUMBER  ^    ano    oEcEMBER    QF    EACH    YEAR,    | 

THOUSANOS    Of    RECIPIENTS 


'62  to  to  to  '«  '«7  ,68  '69  '70  "" 

MCW-aWt-NCtt    No   ttc 
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COMPARISON  OF  1970  AND  1971  WELFARE  PROPOSALS 

H.R.  16311,  April  1970  H.R.  1,  June  1971 

PROVISIONS  DEALING  WITH  ASSISTANCE  FOR  FAMILIES 

WITH  CHILDREN 

Eligibility  for  Assistance 


Families  composed  of  related 
persons  residing  together  and 
including  at  least  one  unmar- 
ried child  under  age  18  (or 
under  age  21  and  a  student) 
would  be  eligible  for  benefits 
total  family  income  (other 
than  excluded  income)  was 
ess  than  the  maximum 
benefit. 


Same  as  H.R.  16311  except  that 
a  family  could  be  eligible  on 
the  basis  of  having  a  child- 
student  under  age  22  and  ex- 
cept that  a  family  would  not 
be  eligible  if  the  family  head 
was  an  undergraduate  or  grad- 
uate college  student  or  if  the 
only  child  in  the  family  was 
also  the  head  of  a  household 


Level  of  Assistance 


Would  provide  maximum  annual 
payments  of  $500  for  each  of 
the  first  two  family  members 
plus  $300  for  each  additional 
member.  These  maximum 
payments  would  be  reduced 
by  any  family  income  other 
than  excluded  income.  For 
a  family  of  four  payments 
would  be  $1,600. 


Would    provide    maximum    an- 
annual  payments  of  $800  for 
each  of  the  first  two  family 
members,  $400  each  for  the 
third,  fourth,  and  fifth  mem- 
bers, $300  each  for  the  sixth 
and    seventh    members,    and 
$200  for  the  eighth  member. 
These     maximum     payments 
would  be  reduced  by  any  fam- 
ily income  not  excluded.  For 
a    family    of    four    payments 
would  be  $2,400.  No  family 
could     receive     more 
$3,600.  (Payments  at 
of  less  than  $10  per 
would  not  be  made.) 


than 
a  rate 
month 


Basic  Earnings  Disregard 
The   first   $720   of   a   family's  Same  as  H.R.  16311  except  that 

one-third  (ratherthan  one-half) 


earnings  each  year  and  one- 
*  l?™ny  earnir>gs  in  excess 
or  $720  would  be  excluded 
(not  counted  in  reducing  ben- 
efits). This  exclusion  would 
apply  only  to  earnings  not  ex- 
cluded under  other  provi- 
sions. The  $720  and  one-half 
disregard  would  enable  a  fam- 
ily of  four  to  continue  getting 
some  benefits  until  its  earn- 
ings reached  a  level  of  $3,920 
per  year. 


of  earnings  in  excess  of  $720 
per  year  would  be  excluded 
The  $720  and  one-third  dis- 
regard would  enable  a  family 
of  four  to  continue  getting 
benefits  until  its  income 
reached  $4,140  (at  which 
point  the  benefit  rate  would 
have  been  reduced  to  the  $10 
monthly  minimum). 


50 


467 


H.R.  16311,  April  1970 


H.R.  l,June  1971 


Other  Income  Exclusions 


Benefits  would  be  reduced  by 
an  amount  equal  to  the  total 
amount  of  family  income  not 
Ixcluded.   In  addition  to    he 
exclusions  resulting  from  the 
basic  earnings  disregard   the 
following  would  be  excluded, 
(1)  earnings  of  a  child  attend- 
ing school;  (2)  income  (earned 
or  unearned)  received  irregu- 
larly or  infrequently  up  to  $3U 
earned  and  $30  unearned  per 
Quarter-    (3)   earned    income 
2sedto  pay  child  care  costs 
(Exclusions  1,2,  and  3  above 

would  be  subject  to  limits  set 
by  the  Secretary  of  HEW.),  (4) 
public  or  private  assistance 
based  on  need,  other  than 
veterans'  pensions;  (b)  train- 
ing allowances  under  other 
provisions  of  the  bill;  (6) 
scholarships  for  tuition  and 
fees;  (7)  home  produce. 


Same    as    H.R.    16311    except 
-exclusion  of  irregular  or  in- 
frequent   income    limited    to 
$30  earned  and  $60  unearned 
per  quarter  (Exclusions  1,  2 
and   3   limited   to  a  total    of 
$2,000  for  a  family  o =4  or 
fewer  persons  plus  $200  for 
each  family  member  over  4 
up    to    an    absolute    annual 
maximum  of  $3,000.) 
-training  allowances  up  to  $3U 
monthly   provided    by  States 
would  be  excluded  as  well  as 
those    provided    under   other 
provisions  of  the  bill; 
-payments  to  the   family  for 
providing  foster  care  to  a  child 

would  be  excluded;  . 

-one-third  of  amounts  received 
as  child  support  or  alimony 
would  be  excluded. 


Limitation  on  Resources 


A  family  would  be  ineligible  for 
any   payments   if   it  had    re- 
sources in  excess  of  $1.£UU. 
The  family's  home,  household 
goods,   and   personal   effects 
would  not  be  subject  to  this 
limitation.  Within  limits  pre- 
scribed  by  the  Secretary  of 
HEW,  other  property  essential 
to  family  self-support  would 
also    be    exempt.     Provision 
would  be  made  for  conditional 
payments  while  a  family  was 
disposing  of  excess  resources. 


Same  as  H  R.  16311  except  that 
in  apply  ng  the  $1,500  limit 
on     resources,     the     home 
household    goods,    and    per- 
sonal effects  of  a  family  would 

be  excluded  only  to  the  extent 
that  they  were  found  to  be  or 
reasonable  value.  Also  life 
insurance  polices  would  be 
taken  into  account  (according 
to  cash  surrender  value)  only 
if  the  face  value  of  the  in- 
surance on  any  person  ex- 
ceeded $1,500. 
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Accounting  Period 


H.R.  16311,  April  1970 


H.R.  1,  June  1971 


Th+Lba3  for  Payment  would  be  The  basis  for  entitlement  would 
5eu??.V!?!aAe..of*he  Secretary      be   the    income    actually    re 


of  H EW  as  to  the  income  which 
a  family  would  have  during 
each  calendar  quarter.  For 
future  payments,  this  estimate 
could  be  redetermined  as  the 
Secretary  became  aware  of 
changed  circumstances.  The 
Secretary  would  also  be  au- 
thorized to  allocate  income 
received  in  one  period  to  other 
periods  and  to  declare  pay- 
ments to  be  overpayments  be- 
cause of  the  family's  failure 
to  make  prompt  and  accurate 
reports  of  changed  circum- 
stances. 

Registration  for  Work  and  Training 


ceived  by  the  family  during 
each  calendar  quarter  and 
during  the  preceding  three 
calendar  quarters.  (Benefits 
for  each  quarter  would  be  re- 
duced by  any  nonexcluded 
income  in  that  quarter  and  by 
any  nonexcluded  income  in 
the  previous  three  quarters 
which  had  not  already  been 
used  to  reduce  benefits.) 


Any  member  of  an  eligible  family 
would  be  required  to  register 
with    the    local    employment 
office  of  the  State  for  employ- 
ment or  training  except  one 
who  is:  (1)  ill,  incapacitated, 
or   of   advanced    age;    (2)   a 
mother  or  other  relative  of  a 
child  under  6  who  is  caring  for 
the  child;  <3)  the  mother  or 
other  female  caretaker  of  a 
child  if  the  father  is  in  the 
home    and    registers;    (4)   a 
child  under  age  16,  or  21  if 
regularly  attending  school;  (5) 
needed  in  the  home  because 
of  the  illness  or  incapacity  of 
another  member  of  the  house- 
hold. Persons  not  required  to 
register  could  volunteer. 


Same    as    H.R.    16311    except 
beginning  July  1,  1974,  would 
also  require  mothers  with  chil- 
dren age  3  and  above  to  regis- 
ter. Registration  would  be  with 
the  Department  of  Labor.  All 
families  in  which  one  member 
is  registered  would  be  in  the 
Opportunities     For     Families 
program    under   the    Depart- 
ment of  Labor.  All  other  fami- 
lies would   be   in  the  Family 
Assistance  Plan  under  the  De- 
partment of  HEW.Persons  not 
required  to  register  could  vol- 
unteer unless  exempt  because 
of  illness,   incapacity,  or  ad- 
vanced age. 


Penalties  for  Failure  to  Register  or  Participate  in  Work 

or  Training 


Provides  $300  a  year  reduction 
in  the  assistance  payment  for 
refusal  to  register  or  if  re- 
ferred to  a  job  or  training,  for 
refusal  to  accept  the  job  or 
training. 


Increases  the  reduction  in  the 
assistance  payment  to  $800. 
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Requirements  to  Accept  Work  or  Training 
H.R.  16311,  April  1970  H.R.  1,  June  1971 


Provides  that  no  benefit  would 
be  paid  to  an  individual  it  he 
refused  without  good   cause 
to    participate    in    manpower 
services,  training,  or  employ- 
ment,  or  to  accept  suitable 
employment  in  which   he   is 
able    to    engage;    individual 
may  refuse  work:'  (1)  it  the 
position  offered  is  vacant  due 
directly  to  a  strike  lockout,  or 
other  labor  dispute;  (2)  if  the 
wages,  hours,  or  other  terms 
or  conditions  of  work  are  con- 
trary to  or   less  than  those 
prescribed  by  Federal,  State, 
or  local  law  or  are  substan- 
tially less  favorable  than  those 
prevailing  for  similar  work  in 
the  locality;  (3)  if  the  individ- 
ual would  be  required  to  join 
a   company   union   or   resign 
from  or  refrain  from  joining 
any  bona  fide  labor  organiza- 
tion- (4)  if  the  individual  has 
the    demonstrated    capacity, 
through  other  available  train- 
ing or  employment  opportun- 
ities,  of  securing  work  that 
would   better  enable   him  to 
achieve  self-sufficiency. 


Essentially  the   same   as   H.R. 
16311.  However,  provision  is 
added  permitting  an  individ- 
ual to  refuse  employment  if 
the  wages  offered  are  at  an 
hourly  rate  of  less  than  u  ot 
the  minimum  wage  specified 
in    sec.    6(a)(1)   of   the    Fair 
Labor   Standards   Act— which 
would  be  $1.20  at  the  present 
time.    In   addition,   condition 
no  4  is  changed  to  read  "the 
individual    has    the    demon- 
strated     capacity,      through 
other    available    training    or 
employment  opportunities,  ot 
securing  work  available  to  mm 
that  would  better  enable  him 
to   achieve    self-sufficiency. 
Persons  not  required  to  regis- 
ter solely  because  of  mcapac- 
itv  would  have  to  accept  voca- 
tional  rehabilitation  services 
or  be  penalized  through  loss 
of   benefits,   unless  there   is 
good  cause  for  refusal. 


Work  and  Training  Programs 


The  Department  of  Labor  would 
be   required  to   provide  em- 
ployment and  training   serv- 
ices to  persons  registered  with 
it  A  variety  of  manpower  serv- 
ices would  be  authorized,  in- 
cluding on-the-job  training,  in- 
stitutional training,  relocation 
assistance,     job     placement, 
and    special    work    projects. 
Requirements  for  special  work 
projects    relating    to    wages, 
work  standards,  displacement 
of  other  workers,  etc.  Wage 
rates  would   have  to   be   no 
lower  than  the  applicable  min- 
imum wage  for  the  particular 
work      concerned.       Federal 


Generally  similar  to  H.R.  16311 
but  deletes  provision  for  spe- 
cial work  projects  and  adds 
provision   for   public   service 
employment    programs     Au- 
thorizes appropriation  ot  $»uu 
million  for  public  service  em- 
ployment jobs  in  fiscal  year 
1973  for  persons  registered. 
Payments  under  grants  or  con- 
tracts with  public  or  private 
nonprofit  agencies  for  public 
service      employment      jods 
would  be  limited  to  3  years 
with  respect  to  any  individual, 
and  would  be  for  100  percent 
of  the  cost  of  providing  em- 
ployment to  the  individual  in 
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H.R.  16311f  April  1970 


H.R.  1,  June  1971 


Work  and  Training  Programs—Continued 


matching  would  be  90  percent 
with   the   States   required   to 
provide  10  percent  of  the  cost 
in  cash  or  kind.  Training  al- 
lowances  of  at   least  $30   a 
month  would  be  provided.  Au- 
thorization  would    be  for   "a 
sum    sufficient    for    carrying 
out  the  purposes"  of  the  work 
and   training   provisions.    Re- 
quires the  referral  of  individ- 
uals not  required  to  register 
because      of     disability     to 
a     vocational     rehabilitation 
program. 


the  first  year,  75  percent  in 
the  second  year,  and  50  per- 
cent in  the  third  year.  Includes 
requirements       relating       to 
wages,   work  standards,   dis- 
placement of  other  workers 
etc.   Wages  to  an    individual- 
in   a    public  service   employ- 
ment program  must  be  equal 
to  the  highest  of:  (1)  the  pre- 
vailing rate  of  wages  in  same 
market  area  for  persons  em- 
ployed  in   similar  public  oc- 
cupations; (2)  the  applicable 
minimum     wage     rate     pre- 
scribed  by  Federal,  State  or 
ocal  law;  (3)  $1.60  an  hour. 
Increases  90-percent  Federal 
funding  provision  to  100  per- 
cent for  manpower  services 
Specifies      authorization      of 
$540    million    for   manpower 
services    in   fiscal    1973   (ex- 
c  udmg    public    service    em- 
ployment). Authorizes  a  new 
Assistant  Secretary  of  Labor 
to  administer  the  work  and 
training  programs. 
Provides  for  the  establishment 
pf  local  advisory  committees 
to  evaluate  the  effectiveness 
of  manpower   programs.    Re- 
quires   Secretary    of    Labor 
in    developing    employabiiity 
plans  to  give  first  priority  to 
mothers  and  pregnant  women 
who  are  registered  and  who 
are  under  age   19.   Both  the 
Secretary   of   Labor   and   the 
Secretary  of  HEW  would   be 
required  to  refer  persons  who 
are  determined  to  be  incapac- 
itated to  State  vocational  re- 
habilitation programs. 
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H.R.  16311,  April  1970 


H.R.  1,  June  1971 


Child  Care 


Requires  the  Secretary  of  Labor 
to  provide  child  care  services 
to  those  needing  them  in  order 
to  participate  in  work  or  train- 
ing under  the  OFF  program. 
Requires  him  to  give  priority 
in  arranging  for  services  to 
those  provided  in  facilities  de- 
veloped  by  the  Secretary  of 
HEW  whenever  this  is  feasible 
and  appropriate.  Requires  the 
Secretary  of  HEW  to  provide 
services    to    those    needing 
them  in  order  to  participate 
in     vocational     rehabilitation 
programs  under  the  FAP  pro- 
gram. 
Method   of   providing    services 
would  be  the  same  as  in  H.K. 
16311—  through    grants    and 
contracts  directly  with  public 
or    private    organizations    or 
through   grants  or  contracts 
with  public  or  private  agencies 
designated  by  the  appropriate 
elected  or  appointed  official 
in  a  State  or  locality.  Author- 
izes $750  million,   including 
$50  million  for  construction, 
for  child  care  for  recipients 
for  the  first  year. 

Other  Supportive  Services 

«TE  SXHSWS  "SSVSfiS'SI 


Authorizes  the  Secretary  of  HEW 
to  provide  services  to  persons 
in   employment,   training,    or 
vocational  rehabilitation  pro- 
qrams  either  by  making  grants 
or     contracts     directly    with 
public    or    private    organiza- 
tions,   or  through   grants   or 
contracts  with   public  pr  pri- 
vate agencies  designated  by 
the    appropriate    elected    or 
appointed  official   in  a  State 
or     locality?     Specifies     that 
school  children  should  be  pro- 
vided   care    through    agree- 
ments with  local  educational 
agencies  whenever  possible. 
Increases  Federal  funding  to 
provide  up  to  100  percent  of 
the  cost  of  projects.  Amount 
of  money  to  be  appropriated 
not  specified. 


ments  to  make  an  agreement 
with  the  Department  of  HEW 
to  provide  health,  vocational 
rehabilitation,  counseling,  so- 
cial and  other  supportive  serv- 
ices necessary  for  persons  in 
employment  or  training.  Au- 
thorizes 90  percent  Federal 
matching. 


tional  rehabilitation,  family 
planning,  counseling,  social 
and  other  supportive  services 
which  are  necessary  to  permit 
an  individual  to  participate  in 
training  or  employment  Re- 
quires Department  of  HEW  to 
provide  supportive  services 
necessary  for  persons  in  voca- 
tional rehabilitation  pro- 
grams. Authorizes  $100  mil- 
lion for  supportive  services  in 
fiscal  year  1973. 
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H.R.  16311,  April  1970 


H.R.  1,  June  1971 


Administration 


Provides  for  three  administra- 
tive alternatives  for  aid  to 
families:  (1)  Federal  adminis- 
tration of  the  Federal  payment 
and  under  agreement  with  the 
State,  of  the  State  supplemen- 
tal payment;  (2)  Federal  ad- 
ministration of  the  Federal 
payment  and  State  adminis- 
tration of  the  supplemental; 

KLiU!?._der~  agreement    with 
HEW,  the  State  could  admin- 
ister  both  payments. 
The  Federal  Government  would 
pay  the  cost  of  administering 
the  Federal  payment,  and  the 
States   and    Federal    Govern- 
ment would  share  in  the  cost 
of  administering  supplemen- 
tary payments.  (If  the  Federal 
Government  administered  the 
State  supplemental  payments 
it  would  pay  the  full  cost  of 
administration.)  For  recipients 
of  aid  to  the  aged,  blind,  and 
disabled,  the  States  could  con- 
tinue to  administer  the  pay- 
ments,   or  the   Secretary   of 
HEW    could    enter    into    an 
agreement  with   a   State   for 
Federal  administration  of  the 
payments.    The    States    and 
Federal     Government    would 
share  the  cost  of  administer- 
ing the  payment.   (The  Fed- 
eral  Government  would   pay 
the  full  cost  of  administering 
aid  to  the  aged,   blind,  and 
disabled    if  the   State  made 
an  agreement  with  the  Secre- 
tary of  HEW  for  Federal  ad- 
ministration of  this  program  ) 
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Provides  for  Federal  responsi- 
bility   for    administration    of 
payments  to  families  and  to 
recipients  of  aid  to  the  aged 
blind,  and  disabled.  The  De- 
partment of  Labor  would  be 
responsible  for  administering 
the  programs  for  families  in 
which  one  member  is  employ- 
able, the  Department  of  HEW 
would  be  responsible  for  ad- 
ministering the  program  for 
families  which   have  no  em- 
ployable   member,    and    the 
program  for  the  aged,  blind, 
and  disabled. 
Provides  that  if  a  State  chooses 
to   make   supplemental    pay- 
ments,   and    contracts    with 
the   Federal   Government  for 
Federal  administration  of  the 
supplemental   payments,  the 
Federal     Government    would 
pay  the  full  cost  of  adminis- 
tration. If  the  State  chooses 
to  administer  its  own  supple- 
mental, it  would  have  to  pay 
the  full  cost  of  administering 
it.    The    Secretary    of    HEW 
would  be  authorized  to  enter 
into  contracts  with  the  States 
for  Federal  determination  of 
eligibility  for  medicaid.   The 
State  would    be   required   to 
pay  50  percent  of  the  admin- 
istrative costs  incurred  by  the 
Federal  Government  in  mak- 
ing the  medicaid  determina- 
tion which  are  additional  to 
the  costs  of  making  the  de- 
termination for  cash  payment 
eligibility. 
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H.R.  16311,  April  1970 


H.R.I,  June  1971 


State  Supplementation 

st?L^«n«  « »%  aw???.  -IS?. 


would   be   mandatory  for  a 
families  eligible  under  the  bill 
including  families  headed  by 
an  unemployed  father  but  not 
including  families  headed  by 
a  fully  employed  father;  no 
requirement  for  supplementa- 
tion in  excess  of  a  poverty  line 
standard.  States  woud  gen- 
erally be  required  to  follow  the 
provisions  applicable  to  tne 
basic  Federal   payments,   in- 
cluding the  disregard  of  the 
first  $720  of  earned  income. 
For  earnings  above  $720,  how- 
ever, the  disregard  would  gen- 
erallv    be    one-third    (rather 
than    one-half).    30    percent 
Federal    matching   would    be 
provided    for    State    supple- 
mentation (but  there  would  be 
no    matching    for    payments 
above  the  poverty  line  or  to 
families  headed  by  a  fully  em- 
ployed father).  Administration 
could  be  either  State  or  Fed- 
eral,  as  agreed,  with   50-50 
State-Federal  matching  of  ad- 
ministrative   costs    if    State- 
administered  ;  if  supplemental 
payments  were  Federally  ad- 
ministered, States  would  not 
be  required  to  pay  any  part  of 
the  administrative  costs. 

Deserting 

Provides  that  a  deserting  parent 
would  be  obligated  to  the 
United  States  for  the  amount 
of  any  Federal  payments  made 
to  his  family,  reduced  by  the 
amount  of  any  payment  he 
made  to  his  family  during  the 
period  of  desertion.  In  cases 
where  there  is  a  court  order 
for  payments,  the  obligation 
would  be  limited  to  the 
amount  of  the  court  order,  if 
lower. 


vided,  would   have  to  follow 
Federal   rules  concerning  in- 
come exclusions.  If  Federally 
administered,    supplementa- 
tion would  have  to  follow  other 
requirements    prescribed    by 
the  Secretary  of  HEW  or  Labor 
and  would  have  to  be  payable 
to  all  families  eligible  for  Fed- 
eral payments  except  families 
with  a  fully  employed  father  or 
families  with  an  employed  or 
unemployed  father.  States 
could,  however,  impose  dura- 
tion of  residence  require- 
ments. States  would  pay  no 
part    of    the    administrative 
costs  if  they  elected  Federal 
administration  and  would  pay 
the  full  administrative  costs 
if  they  elected  State  adminis- 
tration.  States  electing   Fed- 
eral administration  would  also 
be  guaranteed  against  certain 
cost  increases  arising  out  of 
caseload  growth  (see  ''Fiscal 
Impact  on  the  States"  below.) 


Parents 

Same  as  H.R.  16311,  but  adds 
provision  making  a  person 
who  travels  across  State  lines 
for  the  purpose  of  avoiding  his 
parental  support  responsibil- 
ity guilty  of  a  misdemeanor 
and  subject  to  a  fine,  or 
sentence,  or  both. 


57 


474 


H.R.  16311,  April  1970 


H.R.  1,  June  1971 


II.— OTHER  PROVISIONS 
Assistance  for  the  Aged,  Blind,  and  Disabled 


State  programs 
aged,     blind, 
would 
each  e 
imum 
$110. 
would 


of  aid  for  the 
and     disabled 
be  required  to  assure 
igible  individual  a  min- 
monthly     income     of 
Federal      standards 
be    established    with 
respect    to    resource    limita- 
tions, the  definitions  of  blind- 
ness and  disability,  and  cer- 
tain  other  factors.   Adminis- 
tration of  payments  could  be 
performed  either  by  Federal 
or  State  agencies,  as  agreed, 
with  50-50  State-Federal  shar- 
ing of  the  costs  of  administra- 
tion    if     State-administered, 
100  percent   Federal    if  fed- 
erally administered.  The  Fed- 
eral Government  would  pay  90 
percent  of  the  first  $65   of 
average  assistance  payments, 
and   25    percent   of   average 
payments  over  $65  and  up  to 
a    limit   to    be    specified    in 
regulations. 


Present  State  programs  of  as- 
sistance for  the  aged,  blind 
and  disabled  would  be  re- 
placed by  a  fully  Federal  pro- 
gram which  would  assure 
aged,  blind,  and  disabled  per- 
sons a  total  monthly  income 
2f  $13?  for  fiscal  year  1973, 
$140  for  fiscal  1974,  and 
$150  for  fiscal  1975  and 
thereafter  (for  married  cou- 
ples the  amounts  would   be 

lonn  Ior  liscal  1973  and 
$200    for    fiscal     1974    and 

after).  States  could,  at  their 
option,  provide  supplemen- 
tal payments  above  the  Fed- 
eral levels  under  the  same 
conditions  as  apply  to  the 
family  assistance  programs 
(see  State  Supplementation 
above). 


Social  Services 


Maintains  present  law,  under 
which  States  receive  75  per- 
cent Federal  matching  for  so- 
cial services  provided  under 
otate  plans,  with  open-end 
appropriation. 


Provides  for  closed-end  appro- 
priations for  social  services, 
except  for  child  care  and  fam- 
ily planning,  which  would  con- 
tinue to  be  funded  on  an  open- 
end  basis.  Federal  matching 
for   all    services   would    con- 
tinue to  be  75  percent,  with 
States  required  to  provide  25 
percent.    Social    services    to 
be  covered  are  defined  in  the 
bill.  $800  million   is  author- 
ized   for    fiscal    year    1973. 
The  present  child  welfare  serv- 
ices program  would   be  con- 
tinued with  a  separate  addi- 
tional authorization  for  foster 
care  and   adoption   services. 
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H.R.  16311,  April  1970 


H.R.  1,  June  1971 


Food  Stamps  and  Surplus  Commodities 


There  would  be  no  restriction 
against  welfare  recipients  con- 
currently getting  food  stamps 
(or  surplus  commodities),  un- 
der the  bill,  and  the  existing 
food  stamp  laws,  benefits  re- 
ceived under  the  food  pro- 
grams would  be  ignored  in 
determining  eligibility  tor 
cash  assistance,  but  any  cash 
assistance  received  would  De 
taken  into  account  in  deter- 
mining eligibility  under  the 
food  programs. 


Persons  eligible  for  cash  assist- 
ance under  either  the  family 
program  or  the  program  for 
the  aged,  blind,  and  disabled 
would  be  ineligible  to  partici- 
pate in  the  food  stamp  pro- 
gram; they  would  not,  how- 
ever, be  barred  from  receiving 
surplus  commodities. 


Fiscal  Impact  on  the  States 


For  fiscal  years  1972  and  1973 
each  State  would  be  assured 
that  its  net  costs  for  required 
expenditures  as  supplemental 
family  payments  and  as  as- 
sistance for  the  aged,  blind, 
and   disabled  would   not  ex- 
ceed 100  percent  of  the  net 
costs  it  would  have  incurred 
in  the  same  years  if  its  exist- 
ing programs  of  regular  cash 
assistance  for  families  and  for 
the  aged,  blind,  and  disabled 
had     continued     unchanged. 
This    assurance    would     not 
apply  with  respect  to  expend  i- 
tures  caused  by  voluntary  pro- 
gram   liberalizations   not   re- 
quired by  this  bill. 


For  each  fiscal  year,  starting 
with  1973,  each  State  would 
be  assured  that  its  net  costs 
of  providing  supplemental 
payments  administered  by  the 
Federal  Government  to  fam- 
ilies and  to  the  aged,  blind, 
and  disabled  would  not  exceed 

its  net  costs  for  regular  cash 
assistance  to  persons  in  these 
categories  in  calendar  year 
1971  This  assurance  would 
apply  only  with  respect  to  ex- 
penditures based  on  provi- 
sions no  more  liberal  (with  re- 
spect to  payment  levels  and 
coverage)  than  those  in  effect 
in  January  1971  except  that 
theassurance  would  also  cover 
an  adjustment  in  January 
1971  payment  levels  designed 

to  offset  the  value  of  food 
stampswhich  recipients  would 
lose  under  the  bill. 
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H.R.  16311,  April  1970 


H.R.  1,  June  1971 


Effective  Dates 


Provisions  effective  on  July  1 
1971.  However,  if  a  State 
would  be  prevented  by  statute 
from  makina  supplementary 
payments  to  families  or  adults 
the  amendments  would  not 
apply  in  that  State  until  the 
first  July  1  following  the  end 
of  the  first  regular  session  of 
the  State  legislature.  Child 
care  provisions  would  be  effec- 
tive upon  enactment. 


Provisions  relating  to  assistance 
payments    to    families    and 
adults  effective  July  1,  1972 
except  that  payments  to  fam- 
ilies in  which  there  is  an  em- 
ployed   father    (the    working 
poor)  would  begin  January  1, 
u-iJ"   Provisi'ons  relating  to 
child  care  and  various  changes 
affecting  present  law  would  be 
effective  on  enactment.  Each 
State  would   be   required   to 
provide  supplementation   up 
to  current  payment  levels  (ad- 
justed to  compensate  for  the 
loss  of  food  stamp  eligibility) 
until   it  takes  some  positive 
action  to  set  a  different  level 
or  to  eliminate  supplementa- 
tion. 
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APPENDIX-1969  STUDY  OF  AID  TO  FAMILIES 
WITH  DEPENDENT  CHILDREN 
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EXCERPTS  FROM  PRELIMINARY  REPORT  OF  FINniNrs  iqcq 
STUDY  OF  AID  TO  FAMILIES  WITH  DEPENDENT  ChS^  R? 
DEPARTMENT  OF  HEALTH,   EDUCATION    AND  WELFARE 

HIGHLIGHTS  OF  STUDY 

ant.The  typlcual  AFDC  fami|V  was  not  a  long-term  oublic  a««fct 

,,..;         c  children  were  most  commonly  found  in  the  A  tr,  19 
a£  17*MUP:  'e'atively  few  were  infants   and  very  few  were 

8.  Thirty-one  percent  of  all  child  recipients  were  reDorted  to  hawp 
been  born  out  of  wedlock.  Fortv-four  Derrent  of V\\  afRp  <l  rVe 
included  1  or  more  children ?born  out"  of  wed  lock  ■  fn  almosThalf 

S Mr?  1969  Wrr?  FfJH** l  cti,d  born  oSt  of  wedbck  * 
h.2"      .10'  92  Percen*  of  the  fam    es  had  mothers  in  the  hnmP 

™L°rny  l?upe,?ent  had  fathers  ^siding  with i  the  children A 

See"  s°eDa?aat^enorfaHtherS+Were  a,Way  from  the  ^mily  ol  owing 
w ith  in  the  DPaM      VM°,    dTesert+,on;  almost  half  had  left  the  home 

not "married"  to^Ste?™*'"9™  P6rCent  °f  the  fathers  were 
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,^   ki      i    -,11  APnr  fathers  in  the  home  were  either  incapaci- 

10.  Nearly  all  AFDC  fathers ;  in  ™e  differed  in  character- 

tated  or  unemployed I  but these  x^  unemployed  fathers 

istics.  Compared  ^^e'^^^lnd  more  likely  to  have 

were  generally  y°un9e^ +hP  ?  ntted f  States  outside  the  South, 
been  born  in  a  region  of  the  United  btates  ouib. 

11.  The  median  age  of  mothers in  the  nome  wdb  o        y 

There  was  evidence  ^ 

mothers-considerably more  than  £°m  a"^m  stuydy  data.  Over 
reasons  for  moving  were  not  ascerta v name  xrom  y  however( 
4  in  10  mothers  in  the  home  had  been  born  in  tne ^o      ^         |jve 

durLngcthe+SHtUAdLT6 in  ^mothls'n  the  home  were  known  to 

or  more  ago.  f  schoo|  completed  by  AFDC 

12.  The  median  number  of  years  or  scnooi £    v         known  t0 

mothers  in  the  home  was  lOl. .Only  17  ^cenattended  college, 
be  high  school  9ra£u^  were  not  cur- 

13.  Just  over  6  in  10  AFDC  jnotners  i  i  kj||  or 
rently  employable  because  of  incapacity  iacK  ,  force. 
full-time  homemaker  duties.  One-fifth  ^ere  •"  J^  ,  f()r 
14.5  percent  were  employed  and  the  rema  noer  w  jtj  „. 
work.  Another  7.5  percent  were ^either ^rolled  or  awa'img  s  jn 
ment  in  a  work  or  training  program. ^nly  24  P^rcenx  or  t  ^ 
the  home  had  never  been  e^°Xtd-f  the  women  who  had  held 

rolled  in  a  work  or  training  program  had  *he'J  ^a'efSr  cni|dren 

in  a  private  home,  most  often  their  ow"- ^I'jflul,^  relatives. 

rom  infants  to  age  14,  cared  for -at  home .  were  ^uan^  re     ^ 

Group  care  was  apparently  "otfa d^  5  percent 

^^^^^BBxB  a"er  themse,ves 

large  variety  of  services  from  welfare  agenaes.  in  i  or 

health  related  services:  oyer  half  ha 1  been ,  he  pea  xo >  ^ 

use  medical  or  dental  care  am. {y^sTShoSt  medical  refer- 
counseling  was ; furnished  to .  1  in '  J.^i'^Vseventh  had  received 
ral  and  to  1  in  10  with  medical I  referral   on e  sevemn  ^ 

services  to  the  physically  or  mente lly  h and icag pe  eled 

of  work  or  training:  jus .over  half- of  all  tf^'\,®;mveent;  0ver  one- 
concerning  employment t  or,  ^Xn^^eX^^i  or  work 
fourth  had  some  mernber(s)  refe  red  to    emp    y   been  6 

training;  in  one-tenth  of  the  families ;-  tcm'ar  emp|oyment  during 
to  obtain  summer  employment  or  Pe^-time  empiuy  d 
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financial  management,  and  well  over  a  third  had  been  helped  to 

see^ble  T )  SUPPOrt  (F°r  additional  detail*  regarding  services^ 

r       ;        .,,  TABLES 

Family  and  household 

r  acR£  taml!'.es  £y  number  of  adult  recipients,  1969. 
r    Acnof?millrS  bY. number  of  child  recipients,  1969. 

group  1969  V  t0ta'  RUmber  °f  persons  in  assistance 

P' a cRrtami!iestytofalnur7lberofPersons  in  household,  1969 
r  £K£  lamilies  by  place  of  residence,  1969 

n   Ac?£families  by  race  of  Payee,  1969. 

u  AAFrKf?mi!!es  by  time  since  most  recent  opening,  1969 

opening?  196™  V  ^  AFDC  r6Ceived  prior  to  ™st  recent 

I.  AFDC  families  by  time  of  first  receipt  of  AFDC   1969 
Children 

i  ^KS!am!,ies  by  Parentage  of  children,  1969. 
children   llS     SW'th  specified  number  of  illegitimate  recipient 
Father  of  the  children 

h  AAFPr?^ff milies  by  status  of  father,  1969. 

m  "  ££?£  iami,ies  by  whereabouts  of  father,  1969 

IN.  AFDC  families  in  which  father  is  absent  because  of  divorce 
separation,  or  desertion,  by  time  father  last  left  home,  1969. 
Mother  of  the  children 

2"  a cR£ families  by  status  of  mother,  1969. 
1969  families  with  mother  in  home,  by  status  of  mother, 

&k*^^^^%&^ by  piace  °f  residen- 

competed  bfmothefl^T"^  '"  h°m6'  by  *""*  °f  SCh°°ling 
job"  1969  families  wi*h  mother  in  home,  by  time  mother  left  last 

TABLE  A.-AFDC  FAMILIES  BY  NUMBER  OF  ADULT  RECIPIENTS 

1969 


Number  of  adults  Number 


Percent 


Total 1,630,400  100.0 


N°ne 157,300 

i 1,278,500 

unknown:::::::::::;:;;;;;;;;;;;;;;;;;;;      194i§§         % 


9.6 
78.4 


1  Less  than  0.05  percent. 
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TABLE  B  -AFDC  FAMILIES  BY  NUMBER  OF  CHILD  RECIPIENTS, 

IMBLCD.  ig6g 

Number  Percent 

Number  of  children  

1,630,400  100.0 

Total . 

...        435,100  26.7 

1 376,300  23.1 

2 287,100  17.6 

3 

209,400  12.8 

4 138,100  8.5 

5 81,200  5.0 

49,600  3.0 

7 27,500  1-7 

8 15,000  -9 

9 _ 

10,900  .7 

10  or  more 200  0) 

Not  reported 

i  Less  than  0.05  percent. 
TABLE  C  -AFDC  FAMILIES  BY  TOTAL  NUMBER  OF  PERSONS  IN 
TABLtu    Mr  ASSISTANCE  GROUP 

—  1^630400  100.0 

Total _____ . 

70,100  4.3 

1 ;        361400  22.2 

2 352,900  21.6 

3 17- 

281,800  17.3 

4 212,800  13.1 

5 137,500  8.4 

6 

88,700  5.4 

7 59,000  3.6 

8 29,400  1-8 

9 

19,500  1-2 

10 9,700  •§ 

11 3,300  -2 

12 

1,500  -1 

13 1,400  -1 

14 200  (!) 

15  or  more 1,200  -1 

Unknown _^_ 

i  Less  than  0.05  percent. 
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TABLE  D.-AFDC  FAMILIES  BY  TOTAL  NUMBER  OF  PERSONS  IN 

nUUoLHOi-D,   1969 

__J^be^!^! Number  ^Percent 

Total 1,630,400  100.0 

o 2,200  T 

3 208,100  12.8 

° 313,800  19.2 

5 299,100  18.3 

6 253,700  15.6 

D 186,500  H.4 

o 133,000  8.2 

9 89,200  5.5 

* 54,200  3.3 

I? 36,200  2.2 

12 21,600  1.3 

^ 11,400  .7 

14 7,000  .4 

15 4,100  .3 

10 3,000  .2 

18 500  H 

unknown:::::::::;;;:;;:;;;;;;;;;;;;;;;;  5,000  {2 

1  Less  than  0.05  percent.  " 

TABLE  E.-AFDC  FAMILIES  BY  PLACE  OF  RESIDENCE,  1969 

_      Place  of  residence Number  Rercent 

Total 1,630,400  100.0 

Resides  in  this  State: 
In  SMSA  county  and  within  the  city 
limits  of  a  central  city  of— 

400,000  or  more 576  400  ^  a 

250,000  to  399,999 89  700  *i 

100,000  to  249  999 130'700  8  0 

Less  than  100,000 116  200  7  1 

mP+^o^cI  the  central  citV  or  cities  267,300  164 
Not  in  SMSA  county,  and— 

In  a  town  or  city  of  2,500  or  more. . .  21 1,300  13  0 

Un  a  farm 33  4QQ  p'n 

Neither  on  a  farm  nor  in  a  town  of 

2,500  or  more 199  000  1?  9 

Does  not  currently  reside  in  this  State.  5400  3 

Not  reported 1 '000  1 
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TABLE   G.-AFDC    FAMILIES    BY   TIME   SINCE    MOST   RECENT 

OPENING,  1969 


Time  Number  Percent 


Total 1,630,400  100.0 

Less  than  6  months 257  000  ~15~8 

6  months  but  less  than  1  year 267^500  164 

1  year  but  less  than  2 315,500  19^4 

2  years  but  less  than  3 192  100  118 

3  years  but  less  than  4 133300  8  2 

4  years  but  less  than  5 92^400  5^7 

5  years  but  less  than  7 135,300  8  3 

7  years  but  less  than  10 117  400  7*2 

10  years  and  over 1 18,000  7*2 

Not  reported 1,900  "l 


TABLE  H.-AFDC  FAMILIES  BY  TIME  AFDC  RECEIVED  PRIOR  TO 

MOST  RECENT  OPENING,  1969 

Time  Number  Percent 

Total 1,630,400  100.0 

AFDC  received   prior  to  most  recent 
opening  for: 

Less  than  12  months 179,300  110 

12  months  but  less  than  24 101,700  6  2 

2  years  but  less  than  5 146,400  9.0 

5  years  but  less  than  10 89,700  5  5 

10  years  or  more 56,400  3.5 

Length  of  time  unknown 47,700  2.9 

AFDC  not  received  prior  to  most  recent 

, ,  opening 957,  ioo  58.7 

Unknown 52, 100  3.2 
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TABLE  l.-AFDC  FAMILIES  BY  TIME  OF  FIRST  RECEIPT  OF  AFDC, 

Number  Percent 

Time . 

TT^                                                    ^63O40cT  100.0 

Total . 

160,300  9.8 

This  year 289,000  17.7 

1  year  ago •                  190,700  11-7 

2  years  ago 

134,800  8.3 

3  years  ago 109,000  6.7 

4  years  ago 96,100  5.9 

5  years  ago 

75,800  4.6 

6  years  ago 70,300  4.3 

7  years  ago 67,400  4.1 

8  years  ago 

53,500  3.3 

9  years  ago 47,100  2.9 

10  years  ago 49,600  3.0 

11  years  ago 

31,600  1-9 

12  years  ago 26,500  1-6 

13  years  ago 26,400  1-6 

14  years  ago 

23,100  1.4 

15  years  ago 18,400  1-1 

16  years  ago 11,800  •' 

17  years  ago 

10,800  -7 

18  years  ago 12,300  ■© 

19  years  ago.                                                     34,800  2.1 

20  or  more  years 91,100  5.6 

Unknown 

t^b^Za^dTfa^esb^^ 

Number  Percent 

Parentage 

ITT                                                  1,630,400  100.0 

Total — 

Same  mother  and  same  father  ^.     1,101,300 

Same  mother,  buttwo  or  more  different         468)300  28.7 

Sam*  father,  but  two  or  more  different'            ^^  3 

T  ™o!?  more  different  mothers  and  two  24 

or  more  different  fathers 16700  1-0 

Unknown... . 
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TABLE  K.-AFDC  FAMILIES  WITH  SPECIFIED  NUMBER  OF  II 
LEGITIMATE  RECIPIENT  CHILDREN    1969 

Number  of  children ,^,ber  Percent 

Total 1,630,400  100.0 

y°ne 906,900  55^ 

o 346,600  21.3 

^ 174,800  10,7 

| 89,500  5.5 

£ 50,500  3.1 

* 27,100  1.7 

% 15,200  .9 

L 10,200  .6 

b 4,200  .3 

10  or'm'ore .'.:;::.;: ?'onn  'i1 

Not  reported l'90o  '{ 


TABLE  L.-AFDC  FAMILIES  BY  STATUS  OF  FATHER,  1969 
Status  Number  Percent 

Total 1,630,400  100.0 

Dead gg  7qq  c  c 

Incapacitated 187900  115 

Unemployed,  or  employed  part  time, 
and— 

Enrolled   in  work  or  training  pro- 

A9rarn •   36,000  2.2 

Awaiting  enrollment  after  referral 
to  WIN 14800  9 

Neither  enrolled  nor  awaiting  en- 
rollment   28,200  1.7 

Subtotal 79,000  4^8 

See  footnote  at  end  of  table. 
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TABLE  L-AFDC  FAMILIES  BY  STATUS  OF  FATHER,  1969-Con. 

Number  Percent 


Status 

Absent  from  the  home:  3  6Q0  13  7 

Divorced 45'200  2.8 

k?p8a Wwfffi  court  decree. '.  \ '. !  177',500  10.9 

,  A  258,900  15.9 

Kafriedtornother:::.:.:..:.:::  454,800  27.9 

42,100  2.6 

In  prison 96  700  1.6 

Absent  for  another  reason — 

Subtotal 1,228,800  75A 

Other  status:  30  400  1.9 

Stepfather  case. . . ...••■■  JU'^UU 

Children  not  deprived  of  support  or  g 

care  of  father,  but  of  mother 14,400  a 

Not  reported 

»  Less  than  0.05. 

TABLE   M.-AFDC  FAMILIES  BY  WHEREABOUTS  OF  FATHER, 

"Whereabouts  "umber  P^cenT 

Total 1,630,400  100-0 

297,500  18.2 

In  the  home ^'^ 

In  an  institution:  6  g0o  .4 

Mental  institution 6'_>00  -4 

Other  medical  institution ^t'ioo  3.3 

Prison  or  reformatory 1  300  1 

Other  institution •  ■  •  •  •  •  ■•■.•■  1»ouw 

Not  in  the  home  or  an  institution;  he  is 

residing  in:  311300  19.1 

Same  county .   ■   ■  •  •  •  ■ 86'200  5.3 

Different  county;  same  State ;  ... ._,.  -d,_uu 

Different  State  and  in  the  United  -  g 

States • 18,000  1.1 

A  foreign  country 630  600  38.7 

Whereabouts  unknown         . . . . ■ 90800  5.6 

Inapplicable  (father  deceased) 

72 


65-745  O  -  71  -  pt.  1  -  32 


488 


TArS.LE    N.— AFDC    FAMILIES    IN    WHICH    FATHER    IS   arqfmt 


TIME  FATHER  LAST  LEFT  HOME,  1969 


Time  ... 

Number 


Total 1,630,400 


100.0 


Absent  because  of  divorce,  separation 

or  desertion '  705,200 

IHSo::::::::::::::::::::::::  #®  17.7 

^  years  ago 94,000  13.3 

I  ylars  ag§ g?'200  10-8 

5  years  ago. .  .'  50;|§g  ™ 

6  years  ago oq  qm  ,- 7 

^earsago |?|§§  f"? 

Syearsago 29,900  4.2 

9  years  ago 24  900  qc 

10  years- ago lojloo  29 

II  years  ago 18;700  2.7 

12  years  ago 14800  21 

13  years  ago 13  000  f* 

Hyearsago 10;3oo  1.5 

15  years  ago 8  000  1  1 

16  years  ago 5  100  L-j 

17  years  ago 7;00o  1.0 

18  years  ago 2,700  4 

19  years  ago i'7m  "5 

20  years  ago ^§0  '? 

Unknown 00  qnn  „•£ 

Not  absent  because  of  divorce,  sepa-' 

ration,  or  desertion qor  onn 

Unknown 200  
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TABLE  O.-AFDC  FAMILIES  BY  STATUS  OF  MOTHER,  1969 


Total i'630'400 


»  Less  than  0.05. 
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100.0 


In  the  home  and: 

Employed  in  regular  job  full  time  ,93QQ0               7.5 

(35  hours  or  more  per  week)+;  12d,uuu 

Employed  in  regular  job  part  time  58 

(less  than  35  hours  per  week) y4,buu 

Enrolled  in  work  or  training  pro-  e^tAQo                3.9 

Awaiting  enrollment  after  referral  2  9 

to  WIN       "r/,WKJ 

Neither    employed,    enrolled,    nor 
awaiting  enrollment,  and: 
Physically  or  mentally  incapac-  13  7 

itated  for  employment ^4,iuu 

No  marketable  skills,  or  suit- 
able employment  not  avail-         112|600  6.9 

Needed  in  the  home  full  time  35  5 

as  homemaker. . ... 0/o,^u 

None  of  the  above  factors  ap- 
plies; she  is:  Actively  seek-  53 

ingwork . ifiRfinn  10.2 

Not  actively  seeking  work 165,600 

Not  in  the  home:  38  600  2.4 

Dead        53',000  3.3 

Deserted :  •  •  •  •  •  •  ••  ■  -.:•••  ■ 

In  a  medical  institution  other  than  7Q0  2 

mental V70O  -2 

In  a  mental  institution qr  500  2.2 

Absent  for  another  reason 100  C) 

Not  reported 
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TABLE  P.-AFDC  FAMILIES  WITH  MOTHER  IN  HOME  BY  STATUS 

OF  MOTHER,  1969  vl^BYbiAlUb 

Status  Mother  in  home 

. Number               Percent 

Total 1,496,800            100.0 

Employed  in  regular  job  full  time  (35 

hours  or  more  per  week) 123  000                «  o 

Employed  in  regular  job  part  time  (less  8'2 

than  35  hours  per  week 94  600                aq 

Enroled  in  work  or  training  program.'..'.'  64  400                4^ 

Awa'ting   enrollment  after  referral  to  4'3 

VV IIN A"7  dC\r\                            o/-4 

Neither  employed,  enrolled,'  nor  await-  ^V™                3.2 
mg  enrollment,  and: 
Physically  or  mentally  incapacitated 

for  employment 224  100              1  *  n 

No  marketable  skills,  or  suitable'  ^'iUU              15-° 

employment  not  available 1 12  600                7  r 

Needed  in  home  full  time  as  home'-' 

None  of  the  above  factors  applies'- '  578'200              38-6 
she  is: 

Actively  seeking  work 86  400                5  R 

Not  actively  seeking  work 165,600              11.1 
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1969 

Mother  in  home 

Former  place  of  residence  Number  Percent 

— : "~"  M96.800  100.0 

Total '___ . 


Mother  formerly 


lived  elsewhere 885,200              59.1 

Census  division:  15  800                1.1 

New  England. 42600                2.8 

Middle  Atlantic     • 52500                3.5 

East  North  Central °^DUU 

West  North  Central -  S'ono                9.1 

South  Atlantic    .     96  600                6.5 

East  South  Central yb'ouu 

West  South  Central §5  100                2*.3 

Mountain 30'l00                2.0 

Pacific ' 

Puerto  Rico  and  Virgin  Islands 68,900                  • 

Other  U.S.  territory 8  100                  .  _ 

Latin  America - ' 

Other  foreign  country 265  800              17*8 

Unknown , -. •••■  c+o+_'«r' 

Mother  never  lived  in  another  btate  or  _oo              4Q  g 

country ! ■ 

»  Less  than  0.05  percent. 
TARL E  R  -AFDC  FAMILIES  WITH  MOTHER  IN  HOME   BY  YEARS 

TABLE  R--^0UNG  COMPLETED  BY  MOTHER,  1969 

"  Mother  in  home 

Years  of  schooling  completed  Number               Percent 

^                    ~~T~~~~~M9^800  1000 

Elementary  school:  #,     ,    ,. 

Less   than    5th    grade    (including  ooo               g  5 

none).  170'300              11.4 

5th  to  7th  grade 161  500              10.8 

8th  grade 

High  school:  481,000              32.1 

1st  to  3d  year. 253  100              16.9 

High  school  graduate "0,i 

College:  32  400                2.2 

1st  to  3d  year ^'§00                  .2 

College  graduate 268700              18.0 

Unknown ! 
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tables.-n  umber  of  afdc  families  with  mother  in 

HOME,  BY  TIME  MOTHER  LEFT  LAST  JOB/1969 


Mother  in  home 


Time  Number 


Percent 


Total 1,496,800  100.0 

Not    now    employed;    previously    em- 

P'°yed 921,200  61.5 

This  year 78,500  5.2 

lyearago 166,900  112 

2yearsago 94;10o  22.7 

3yearsago 63700  4.3 

4yearsago 43  200  29 

5  years  ago 31,600  2.1 

6  years  ago 22,800  1.5 

7yfarsago 19  800  x| 

8yearsago 16;20o  1.1 

9yearsago 13  700  9 

10  years  ago 13  000  9 

11  years  ago llf'2oo  .7 

12  years  ago 9  200  .6 

13  years  ago 8  500  6 

14  years  ago 7;80o  .5 

15  years  ago 5  500  A 

16  years  ago 6  000  4 

17  years  ago 3;80o  .3 

18  years  ago. 3  100  .2 

19  years  ago 2,700  .2 

20  years  ago  or  more 12,900  .9 

Unknown 287,000  19.2 

Never  employed 357,900  23.9 

Employed  now 217,600  14.5 

Not  reported 100  Q) 

1  Less  than  0.05  percent. 
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SUMMARY 


This  study  strongly  suggests  that  H.  R.  1,  the  Administration's 
Family  Welfare  Plan,  as  presently  designed  would  discourage 
people  from  working. 

The  study,  commissioned  by  the  Chamber  of  Commerce  of 
the  United  States,  was  prepared  by  economists  Alfred  and 
Dorothy  Telia  using  the  technique  of  simulation  of  the  effects 
on  low-income  families  of  various  income  guarantee  or  nega- 
tive income  tax  type  plans. 

The  study  raises  serious  questions  as  to  ( 1 )  whether  the  Ad- 
ministration and  the  House  of  Representatives  have  given 
enough  consideration  to  the  "work  disincentive"  effects  of  the 
Family  Welfare  Plan,  and  (2)  whether  the  cost  of  the  Family 
Welfare  Plan  to  the  Federal  Government  and  to  the  society 
may  not  have  been  significantly  underestimated. 

The  authors  draw  upon  existing  research  of  relations  be- 
tween non-work  income,  wage  rates,  and  hours  worked  by  low- 
income  family  heads  to  predict  what  might  occur  under  three 
different  income  guarantee  plans  including  a  plan  similar  to 
the  Administration's  H.  R.  1  as  passed  by  the  House  of  Repre- 
sentatives. This  plan  calls  for  a  $2,400  guaranteed  minimum 
income,  a  $720  earnings  exemption,  and  a  benefit-reduction 
formula  equivalent  to  a  "marginal  tax  rate"  of  67  per  cent. 
The  study's  findings  show  that: 

■  Each  of  the  income  payment  plans  analyzed  would  discour- 
age work  by  low-income  family  heads. 

■  Male  family  heads  would  keep  working  but  would  work 
fewer  hours. 

■  Female  family  heads,  in  large  measure,  would  withdraw 
from  the  labor  force. 

■  Because  the  reduced  work  would  cause  these  families  a  loss 
of  earnings,  their  family  income  would  rise  by  much  less  than 
the  amount  of  the  income  payment-by  about  half  of  the  pay- 
ment for  male-headed  households  and  one  quarter  of  the  pay- 
ment for  female  headed  households. 

■  Under  each  of  the  three  plans,  both  the  high  (50  to  67  per 
cent)  "marginal  tax  rate"  and  the  income  payment  would  dis- 
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courage  work.  Income  payment  plans  reduce  the  amount  of 
the  payment  in  proportion  to  the  amount  of  income  earned  by 
work  With  a  67  per  cent  rate,  for  every  $3  of  income  earned 
by  work,  a  family  s  benefit  is  reduced  by  $2.  The  Te  la  study 
found  that  70  to  80  per  cent  of  the  work  disincentive  that 
would  occur  would  come  from  the  "tax  rate"  on  earned  income 
and  the  remaining  20  to  30  per  cent  from  the  supplemental  m- 

C°  AnyiTome  guarantee  plan  has  to  fit  itself  into  the  pattern 
of  incomes  that  working  families  earn.  If  the  income  guarantee 
is  $2  400  a  year,  the  "tax  rate"  on  earned  income  is  67  per  cent, 
and  the  earnings  exemption  is  $720  then  a  family  continues  to 
set  some  payment  from  the  government,  even  though  its 
fead  is  worid^,  up  to  a  total  family  income  of  $4,3      which 
is  called  the  "cut  off"  income.  Some  workers  in  families  above 
the  cut-off  income  level  could  be  expected  to  reduce  their 
earnings  by  working  less  in  order  to  qualify  for  an  income  pay- 
ment  under  the  plans.  (C  .     , 

The  significance  of  the  Tellas  finding  that  the  margma 
tax  rate"  is  a  major  discouragement  to  work  is  that  if  the  tax 
rate"  is  lowered  the  work  disincentive  becomes  less  severe, 
but  then  the  plan  must  subsidize  higher  and  higher  incomes^ 
For  example,  with  a  guarantee  of  $2,400  and  a  tax  rate  of 
50  per  cent,  incomes  are  supplemented  by  government  up  to 
a  "cut  off"  level  of  $4,800;  if  the  "tax  rate  is  25  per  cent  the 
cut-off  level  becomes  $9,800.  This,  in  turn,  means  that  the 
plan  would  cover  far  more  families  and  cost  taxpayers  a  great 

^TheTellas'  simulation  study  could  not  take  into  account 
the  effect  on  low-income  families  of  a  legal  requirement ^by 
government  that  the  family  head  would  be  compelled  to  wo* 
or  a  law  penalizing  the  family  head  for  failure  to  register  w.th 
the  government  or  to  accept  a  suitable  job.  The  study  assumed 
that  people  would  not  be  forced  by  government  to  work  but 
would  retain  freedom  of  choice. 

The  study  also  did  not  measure  the  possible  effects  of  pro- 
viding day-care  facilities  for  the  children  of  low-income  fam- 
ffte    Higher  "cut  off"  incomes  would  increase  the  cost  of  day- 
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care  facilities  and  the  resulting  cost  to  taxpayers.  And  the 
cost  of  job  training  would  probably  vary  for  government  and 
taxpayers  depending  on  the  general  state  of  the  economy 
rising  when  times  were  bad  and  dropping  in  good  times  when 
jobs  are  plentiful. 

The  Telia  study,  which  represents  an  important  supplement 
to  pilot  programs  for  "testing"  the  effects  of  a  legislative  pro- 
posal m  advance  of  its  enactment  can  be  a  significant  contri- 
bution to  wise  decision-making  on  this  revolutionary  new 
proposal  for  the  Federal  Government  to  guarantee  the  in- 
comes of  low-income  people,  both  those  now  working  and  not 
working. 
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INTRODUCTION 

Widespread  dissatisfaction  with  the  existing  welfare  system 
has  inspired  proposals  to  replace  the  current  system  with  an 
income  maintenance  program  embodying  negative  income 
tax  principles.  Programs  of  this  kind  include  the  plan  of  the 
President's  Commission  on  Income  Maintenance  Programs 
and  the  Family  Assistance  Plan.  In  the  face  of  proposals  for 
adoption  of  a  negative  tax-type  plan,  some  concern  has  been 
expressed  for  the  potential  effect  on  work  effort,  of  bringing 
families  with  working  members  into  a  program  that  at  once 
supplements  family  income  and  places  a  fairly  high  effective 
taxrate  on  the  earnings  of  family  members.  Such  concern  is 
not  groundless.  Traditional  economic  theory  suggests  that 
both  income  supplements  and  compensated  reductions  in  the 
wage  rate,  such  as  that  produced  by  the  tax  rate  of  a  negative 
tax  plan,  affect  labor  supply  negatively,  and  recent  empirical 
studies  tend  to  confirm  the  theory.  A  decrease  in  labor  supply 
of  course,  results  in  some  loss  in  total  earnings  and  nationa 
output.  The  magnitude  of  the  potential  labor  supply  effects 
of  a  negative  tax  plan,  however,  is  of  particular  interest  be- 
cause it  bears  on  the  effectiveness  of  the  plan  in  raising  low 
n  om  s  and  reducing  poverty.  To  the  extent  that  participants 
in  a  negative  income  tax  plan  take  part  of  their  increased  con- 
sumption possibilities  in  the  form  of  work ^eductior .family 
income  will  he  increased  by  less  than  the  full  amount  of  the 
initial  income  supplement.  At  the  same  time,  since  any  loss  in 
earnings  is  partially  filled  in  through  an  increase  m  the : snpp  e- 
ment  any  reduction  in  work  effort  adds  to  the  overall  transfer 
cost  of  the  plan.  In  view  of  the  relationship  between  the  labor 
upply  effects  of  a  negative  ineome  tax  plan  and  its  cos   and 
effectiveness  in  raising  income,  estimates  of  the  likely  effect 
of  a  negative  income  tax  plan  on  work  effort  would  seem  to  be 
ari  essential  ingredient  in  any  major  decision  to  reform  the 
welfare  system. 

This  paper  offers  estimates  of  the  effects  of  three  negative 
ineome  tax  plans  with  various  guarantee  levels,  tax  rates,  and 
cutoffs  on  tne  annual  hours  of  work  of  male  and  female  house- 
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hold  heads.  Estimates  of  the  changes  in  labor  supply  are  in 
turn  used  to  estimate  changes  in  earnings  and  family  income 
under  each  plan  as  well  as  the  change  in  the  supplement  re- 
sulting from  changes  in  work  effort.  The  estimates  of  the  im- 
pact on  annual  hours  of  work  of  income  supplements  and 
effective  tax  rates  on  earnings  that  are  used  in  this  paper  are 
derived  from  a  recent  study  by  Telia,  Telia,  and  Green  [7] 
in  which  nonwork-related  nonemployment  income  was  used 
as  a  proxy  for  a  negative  income  tax  transfer.  The  study  is 
inferential  in  nature,  using  existing  relationships  between 
market  work,  wage  rates,  and  levels  of  nonemployment  in- 
come as  revealed  in  cross-sectional  data  to  predict  what  might 
occur  under  income  maintenance  plans  embodying  negative 
income  tax  principles.  This  type  of  study  is  an  important  sup- 
plement to  pilot  experiments,  and  has  the  advantages  of  being 
less  expensive  and  time  consuming,  of  avoiding  Hawthorne 
effects,  of  covering  the  nation  as  a  whole  rather  than  only  a 
particular  area,  and  of  indicating  ultimate  rather  than  short- 
term  effects. 
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THE    NEGATIVE    INCOME    TAX 
AND    ECONOMIC    THEORY 

A  negative  income  tax  is  an  income  conditioned  transfer  pro- 
gram  Under  an  income  maintenance  plan  embodying  nega- 
tive income  tax  principles,  a  family  whose  initial  or  pre-tax 
income  is  below  a  specified  breakeven  or  cutoff  level  receives 
an  income  supplement  equal  to  a  specified  percentage  of  the 
difference  between  its  pre-plan  income  and  the  cutoff  level. 
Negative  tax  plans  have  three  basic  variables:  a  guarantee 
level,  a  tax  rate,  and  a  cutoff  level.  In  the  simplest  form  of 
negative  income  tax  the  guarantee  level  equals  the  cutoff 
times  the  tax  rate.  If  a  family  has  no  earnings  or  other  pre-plan 
income  it  receives  a  supplement  equal  to  the  guarantee  level 
of  the  plan.  If  one  or  more  family  members  are  earners  or  it 
the  family  has  nonemployment  income,  the  family  receives  a 
supplement  equal  to  the  guarantee  level  reduced  by  a  fraction 
(the  tax  rate)  of  its  earnings  or  nonemployment  income. .At 

successively  higher  levels  of  Pf -P"com\*^n  al 
supplement  becomes  successively  smaller,  reaching  zero  at 
the  plan  cutoff  level.  An  earnings  exemption  or  disregard  (a 
zero  tax  rate  on  earnings  in  a  limited  range)  can  be  included 
in  a  negative  income  tax  plan;  such  an  exemption  raises  the 
cutoff  level  by  the  amount  of  exempted  earnings. 

A  negative  income  tax  plan  both  increases  the  income  that 
an  eligible  family  can  attain  with  no  change  in  the  work  effort 
of  its  members  and  reduces  the  gain  in  income  derived  from 
work.  The  income  supplement  under  a  negative  mcome ,  tax 
increases  a  family's  total  consumption  P°sslblhtie^™™ 
ily  can  allocate  this  increase  in  consumption  possibilities  as  it 
chooses  between  higher  income  and  reduced  labor  force  ac- 
tivity by  family  members.  The  tax  rate  of  the  negative  income 
tax  plan  in  effect  reduces  the  net  marginal  wage  rate  of  work- 
ers  in  the  family.  For  a  family  brought  under  a  negative  tax 
plan,  additional  work  effort  no  longer  increases  family  income 
by  a    much  as  before,  since  additional  earnings  now  are  ac- 
companied by  a  reduction  in  the  family  s  supplement.  At  the 
same  time,  a  reduction  in  hours  of  work  no  longer  reduces 


502 


family  income  by  as  much  as  before  since  any  loss  in  earnings 
is  partially  filled  in  by  an  increase  in  the  supplement.  Thus, 
the  introduction  of  a  negative  tax  plan  makes  it  less  rewarding 
to  work  more  and  less  costly  in  terms  of  lost  income  to  work 
less. 

Both  the  income  supplement  and  the  tax  rate  on  earnings 
have  a  potential  effect  on  the  labor  supply  of  members  of 
families  eligible  for  a  negative  income  tax  plan.  In  terms  of 
economic  theory,  the  initial  supplement,  which  by  itself  en- 
ables families  to  increase  their  incomes  without  any  change 
in  their  wages,  carries  a  supplementary  income  effect.  If 
leisure  is  a  normal  good,  i  e.  if  it  does  not  become  less  desir- 
able as  income  increases,  families  could  be  expected  to  take 
some  portion  of  their  increased  consumption  possibilities  in 
the  form  of  work  reduction.  The  tax  rate  on  earnings  under  a 
negative  income  tax,  which  in  effect  reduces  the  net  marginal 
wage  rate  that  family  members  face  in  increasing  or  decreas- 
ing their  hours  of  work,  carries  a  compensated  wage  effect  or 
pure  substitution  effect  which  also  could  be  expected  to  be 
leisure-inducing.  (The  word  leisure  is  used  here  and  through- 
out the  paper  in  its  theoretical  sense,  meaning  non-market 
activity,  while  work  means  paid  market  activity. )  The  total 
labor  supply  effect  of  the  negative  income  tax  plan  is  the  sum 
of  the  income  and  substitution  effects  produced  by  the  initial 
supplement  and  the  tax  rate  on  earnings,  respectively. 

Our  study  is  based  on  the  premise  that  the  magnitudes  of 
the  two  effects  can  be  estimated  using  available  data  with 
nonwork-related  nonwage  income  serving  as  a  proxy  for  the 
negative  income  tax  supplement.  Differences  in  hours  worked 
associated  with  various  amounts  of  this  nonwage  income, 
ceteris  paribus,  are  taken  as  a  measure  of  the  supplementary 
income  effect,  while  supply  differences  associated  with  in- 
come compensated  differences  in  wage  rates  serve  as  a  meas- 
ure of  the  substitution  effect.  Such  an  analysis  is  consistent 
with  a  labor  supply  function  which  relates  hours  worked  to 
wage  rates  and  family  income  based  on  the  hypothesis  that 
families  maximize  utility  in  terms  of  income  and  leisure. 
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REVIEW    OF    UNDERLYING    STUDY 

The  income  and  substitution  effects  that  are  used  in  this  study 
to  simulate  alternative  negative  income  tax  plans  were  pre- 
viously catenated  from  survey  data  provided  by  the  Office  ot 
Economic  Opportunity.  The  basic  data  source  was  the  1967 
Survey  of  Economic  Opportunity  (SEO)  which  was  earned 
out  in  February,  1967  by  the  Bureau  of  the  Census  for  the 
Office    of    Economic    Opportunity.    Approxmrately    30,661) 
households  were  interviewed  nationwide,  with  a  special  em- 
phasis on  low-income  households.  Unusually  detailed  data 
were  collected  on  income  by  source,  on  assets  and  on  work 
experience,  personal  characteristics,   and  health  of  family 
members.  Income  data  pertained  to  the  calendar  year  1966, 
while  data  on  work'  experience  related  to  the  week  prior  to  the 
survey  (hours  worked  per  week)  and  to  the  previous  year 
( weeks  worked  per  year ) .  Based  on  these  data  it  was  possible 
to  ( 1)  estimate  wage  rates  and  annual  hours  worked  tor  in- 
dividual workers,  (2)  combine  various  sources  of  nonwage 
income  in  order  to  construct  a  reasonable  proxy  for  a  negative 
income  tax  supplement,  ( 3 )  define  alternative  subpopulations 
in  sufficient  detail  to  control  for  the  influence  of  non-income 
variables,  and  (4)  estimate  income  and  substitution  effects  in 
order  to  simulate  the  labor  supply  effects  of  alternative  nega- 
tive income  tax  plans.  A  detailed  explanation  of  methodology 
appears  in  [7]  which  shows  how  various  demographic  sub- 
luxations were  defined  in  terms  of  the  data,  how  the  sample 
was  stratified  in  order  to  capture  the  independent  effect  on 
labor  supply  of  wage  rates  and  nonwage  income    and  how 
supplementary  income  and  compensated  wage  (substitution) 
effects  were  calculated.  The  study  also  briefly  illustrates  the 
application  of  these  effects  to  hypothetical  income  supplement 
plans  with  identical  breakeven  levels.  However,  labor  supply 
effects  above  the  cutoff  were  not  estimated,  and  it  was  as- 
sumed that  all  pre-plan  income  consisted  of  earnings    By 
comparison,  in  the  present  paper  an  estimate  is  made  of  the 
population  above  the  statutory  cutoff  that  could  be  expected 
to  reduce  their  work  effort,  and  actual  earnings  data  are  used. 
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The  present  analysis  also  uses  a  range  of  substitution  effects 
in  the  simulations  rather  than  only  a  single  estimate. 

We  will  briefly  review  the  methodology  of  estimating  in- 
come and  substitution  effects  before  turning  to  the  main  task 
of  simulating  the  labor  supply  effects  of  three  negative  income 
tax  plans  with  various  breakeven  levels,  guarantee  levels,  and 
tax  rates.  In  the  earlier  study  a  tabular  analysis  was  used  to 
isolate  a  homogeneous  population  of  households  and  to  esti- 
mate directly  income  and  substitution  effects.  A  population 
was  defined  which  isolated  the  impact  of  nonwork-related 
nonwage  income  and  wage  rates  on  the  number  of  hours 
worked.  To  do  this  the  SEO  population  was  divided  into  nu- 
merous categories,  and  observations  that  were  likely  to  be  in- 
fluenced by  variables  other  than  wage  rates  and  nonwage  in- 
come were  systematically  excluded  from  the  sample.  From  a 
population  made  up  of  civilian  primary  nonfarm  households, 
households  were  excluded  that  contained  self-employed  or  un- 
paid family  workers,  students,  persons  over  age  64,  youths  un- 
der age  18,  persons  with  any  unemployment  during  the  year, 
ill  or  disabled  persons,  and  workers  with  irregular  work  pat- 
terns. Households  were  also  eliminated  which  had  sources  of 
nonwage  income  that  could  be  dependent  on  the  work  deci- 
sion, such  as  households  with  public  assistance,  unemploy- 
ment insurance,  workmen's  compensation,  and  social  security. 
The  accepted  population  consisted  of  a  homogeneous  group  of 
households  which  had  either  wages,  nonwork-related  nonem- 
ployment  income,  or  both.  All  nonaged  adult  heads  in  these 
households  were  either  partly  or  fully  employed  or  voluntarily 
not  in  the  work  force  since  unemployment  and  other  involun- 
tary factors  were  excluded  from  the  sample.  All  were  actual  or 
potential  full-time  full-year  workers  whose  decision  to  work  or 
not  to  work  could  be  made  a  direct  function  of  wages  and 
nonemployment  income. 

In  order  to  capture  the  effect  of  possible  total  labor  force 
withdrawal  on  the  estimated  changes  in  average  annual  hours 
of  work,  it  was  necessary  to  allocate  nonworkers  (potential 
workers)  among  the  working  population.  The  presence  of 
persons  outside  the  labor  force  because  of  nonemployment 
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income  would  be  an  ex  post  (after  negative  income  tax)  con- 
dition which  must  be  made  ex  ante.  This  adjustment  was  car- 
ried out  by  estimating  an  imputed  wage  for  each  nonworker 
based  on  a  characteristics  match  (by  age,  sex  education,  race 
SMSA  region)  of  nonworkers  to  workers,  and  then  allocating 
nonworkers  among  cells  containing  the  working  population 
according  to  wage  rate  and  amount  of  nonemployment  in- 


come. 


The  supplementary  income  effect  was  estimated  directly 
from  the  tables  by  comparing  the  mean  annual  hours  worked 
bv  persons  with  the  same  wage  rates  (within  25  cent  inter- 
vals) but  with  different  levels  of  nonemployment  income.  Tins 
was  done  for  different  low-wage  populations  of  household 
Lads  wi  h  wage  rates  less  than  $3.00  per  hour,  $2.00  per  hour, 
ana  $1  75  per  lour.  Two  methods  were  used  to  estimate   he 
substitution  effect,  the  alternatives  yielding  similar  _resuhs. 
Using  the  first  method,  a  total  wage  effect  was  initially  esti- 
mated by  comparing  the  mean  annual  hours  of  persons  wift 
the  same  level  of  nonemployment  income  but  with  d  fferent 
ourly  wage  rates.  Differences  in  hours  due  to  the  income 
effect  of  wage  rate  differences  were  calculated  using  estimates 
of  the  supplementary  income  effect  and  were  subtracted  from 
the  total  wage  effect  to  derive  the  substitution  effect.  U sing 
the  second  method,  the  substitution  effect  was  estimated  by 
comparing  the  annual  hours  of  persons  whose  different  level 
of  nonemployment  income  compensated    or  their  differen 
wane  rates    i.e.,  whose  total  incomes  would  have  been  the 
same  had  tfiose  with  various  levels  of  nonemployment  income 
worked  the  same  number  of  hours  as  those  with  no  unemploy- 
ment income  but  at  their  own  wage  rates 

Consistent  with  theoretical  expectations,  the  calculated  es- 
timates of  income  and  substitution  effects  indicated  that  both 
the  supplementation  of  income  and  the  impos.t.on  of  high 
marginal  tax  rates  on  earnings  under  a  negative  income  tax 
could  be  expected  to  reduce  the  annual  hours  of  market  woik 
of  low-income  family  workers.  Both  increases  in  nonemploy- 
ment income  and  compensated  reductions  in  the  individual  s 
own  wage  rate  were  shown  to  be  accompanied  by  reductions 
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in  the  annual  hours  worked  by  both  male  and  female  house- 
hold heads.  For  low-wage  male  household  heads,  the  study 
showed  elasticities  of  annual  hours  worked  to  increases  in  ex 
ante  family  income,  calculated  by  various  methods,  ranging 
between  -.1  and  -.3.  Nearly  all  of  the  decline  in  annual  hours 
m  response  to  increased  amounts  of  nonemployment  income 
resulted  from  a  reduction  in  hours  on  the  part  of  labor  force 
participants;  among  males  with  very  low  wage  rates  there 
was  little  indication  of  total  withdrawals  from  the  labor  force. 
The  reduction  in  annual  hours  worked  of  female  household 
heads  in  response  to  increases  in  nonemployment  income  was 
found  to  be  much  larger  than  that  of  males,  the  comparable 
elasticities  ranging  between  -.5  and  -.7.  In  the  case  of  female 
household  heads,  total  withdrawals  from  the  labor  force  ac- 
counted for  a  large  part  of  the  over-all  reduction  in  hours 
worked,  and  those  women  remaining  in  the  labor  force  ap- 
peared to  reduce  their  annual  hours  moderately  in  response 
to  increases  in  nonemployment  income. 

Since  estimates  of  the  substitution  effect  derived  from  the 
study  were  intended  to  be  used  primarily  to  simulate  the 
effects  of  the  fairly  high  tax  rates  on  earnings  under  negative 
income  tax  plans,  they  were  based  on  observations  of  compen- 
sated differences  in  wage  rates  of  25  percent  or  more,  i.e., 
where  the  lower  wage  rate  was  at  least  25  percent  lower'than 
the  higher  wage  rate.  For  male  household  heads  the  average 
elasticity  of  substitution  derived  from  such  observations  was 
about  .18,  i.e.,  for  each  percentage  reduction  in  the  wage  rate, 
male  household  heads  reduced  their  annual  hours  worked  by 
about  .18  percent  because  of  the  substitution  effect.  The  sub- 
stitution effect,  like  the  income  effect,  was  found  to  be  much 
larger  for  female  household  heads  than  for  male.  The  average 
elasticity  of  substitution  for  wage  rate  reductions  of  over  25 
percent  was  estimated  to  be  close  to  unity,  between  about  .9 
and  1.1,  for  female  household  heads.  When  observations  of 
percentage  differences  in  wage  rates  were  grouped  into  10- 
point  intervals,  it  was  observed  that  the  elasticities  for  both 
male  and  female  household  heads  appeared  to  increase  with 
successively  larger  reductions  in  the  wage  rate. 
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SIMULATION    OF    THREE 
NEGATIVE    TAX    PLANS 

The  elasticities  of  income  and  substitution  derived  from  the 
study  summarized  above  are  used  in  this  paper  to  simulate  the 
effects  on  male-headed  and  female-headed  families  of  three 
negative  income  tax  plans: 

Plan  1  has  a  guarantee  level  of  $2400  a  year  for  a  family  of 
four  an  earnings  exemption  of  $720,  and  an  effective  tax  rate 
of  66  7  percent  on  earnings  above  $720  and  on  other  income. 
The  cutoff  of  the  plan  for  a  family  of  four  with  at  least  $720  in 
earnings  is  $4320.  Plan  1  has  the  same  guarantee  level,  earn- 
ings exemption,  and  effective  tax  rate  as  the  version  of  the 
Family  Assistance  Plan  reported  by  the  Ways  and  Means 
Committee  in  May,  1971. 

Plan  2  has  a  guarantee  level  of  $3000  for  a  family  of  four, 
an  effective  tax  rate  of  66.7  percent,  no  earnings  exemption, 
and  a  cutoff  of  $4500. 

Plan  3  has  a  guarantee  level  of  $2400,  an  effective  tax  rate 
of  50  percent,  no  earnings  exemption,  and  a  cutoff  of  $4b00 
for  a  family  of  four.  Plan  3  has  the  same  guarantee  level  tax 
rate  and  cutoff  as  the  negative  income  tax  plan  recommended 
by  the  President's  Commission  on  Income  Maintenance  Pro- 

grams.  £  , 

Elasticities  of  income  and  substitution  derived  from  the 
study  described  above  are  first  used  to  estimate  the  changes 
in  the  labor  supply  ( annual  hours  worked )  of  male  and  female 
family  heads  induced  by  the  income  supplements  and  the 
effective  tax  rate  of  each  of  the  three  plans.  Then  given  these 
changes  in  labor  supply,  calculations  are  made  of  the  loss  ot 
earnings  or  output  that  would  occur  among  the  recipients 
under  each  plan,  the  amount  of  the  transfer  paid  out  under 
each  plan,  and  the  change  in  the  incomes  of  families  receiving 
support  under  each  plan.  The  effects  of  the  three  plans  are 
simulated  for  four-person  nonaged  male-headed  and  female- 
headed  families  who  are  not  initially  recipients  of  income- .  or 
work-conditioned  public  transfers  such  as  Aid  to  Fam.1  es 
With  Dependent  Children  ( AFDC ) .  For  families  not  initially 
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receiving  welfare  support,  the  introduction  of  a  negative  in- 
come tax  plan  produces  a  net  increase  in  consumption  possi- 
bilities equal  to  their  initial  supplement  and  a  net  reduction  in 
their  effective  marginal  wage  rates  equal  to  the  tax  rate  of  the 
plan.  (The  potential  effects  of  the  plans  on  families  currently 
receiving  public  assistance  are  discussed  in  a  later  section  of 
the  paper. ) 

Tables  1-3  show  for  each  of  Plans  1,  2,  and  3  the  initial 
supplements  for  which  four-person  families  at  various  levels 
of  pre-plan  income  would  be  eligible,  the  percentage  increase 
in  consumption  possibilities  afforded  by  these  supplements, 
and  the  estimated  percentage  reduction   in   annual  hours 
worked  by  male  and  female  family  heads.  Under  each  plan  a 
family  whose  pre-plan  income  is  below  the  plan  cutoff  is 
eligible  for  an  initial  supplement,  ISUP,  equal  to  G-TR'Yi 
or,  in  the  case  of  Plan  1  with  a  $720  earnings  exemption,  to 
G-TR(  Yi-EEX),  where  G  is  the  guarantee  level,  TR  the  effec- 
tive tax  rate,  Yi  the  family's  pre-plan  income,  and  EEX  the 
amount  of  the  family's  exempted  earnings.  The  initial  supple- 
ment represents  the  increase  in  consumption  possibilities  af- 
forded each  family  below  the  cutoff,  or  the  amount  by  which 
the  family's  income  would  be  increased  in  the  absence  of  any 
change  in  the  labor  supply  of  its  members.  The  effect  of  the  in- 
itial supplement  on  the  annual  hours  worked  by  the  family 
head  is  calculated  by  applying  the  appropriate  income  elastic- 
ity, ei,  to  the  percentage  increase  in  consumption  possibilities 
afforded  by  the  initial  supplement.  The  percentage  change  in 
annual  hours  due  to  the  income  effect  equals  ei,  ISUP/Yi.  In 
the  simulations,  the  income  elasticity  -.16  is  used  for  male 
family  heads  and  -.53  for  female  family  heads.  These  are  the 
elasticities  for  male  household  heads  with  wage  rates  under 
$2.00  and  for  female  household  heads  with  wage  rates  under 
$1.75  derived  by  comparing  the  annual  hours  of  those  with 
little  or  no  nonemployment  income,  i.e.,  whose  income  con- 
sisted almost  entirely  of  earnings  of  the  head,  to  the  annual 
hours  of  those  with  various  larger  amounts  of  nonemployment 
income.  Note  that  these  elasticities  are  near  the  lower  end  of 
the  ranges  reported  above. 
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The  total  percentage  reduction  in  annual  hours  shown  in 
Tables  1-3  is  the  sum  of  the  percentage  reduction  due  to  the 
substitution  effect  and  the  percentage  reduction  due  to  the 
income  effect.  The  simulations  have  been  carried  out  using 
two  estimates  of  the  substitution  effect.   The     high    esti- 
mate is  based  on  the  actual  percentage  reduction  m  annual 
hours  associated  with  the  particular  range  of  percentage  re- 
ductions in  the  wage  rate  consistent  with  the  tax  rate  of  each 
plan    (For  example,  for  the  percentage  reduction  in  annual 
hours  associated  with  a  50  percent  tax  rate,  we  use  the  average 
percentage  reduction  in  hours  due  to  the  substitution  effect 
associated  with  wage  rate  reductions  between  45  and  55  per- 
cent )   In  deriving  the  "low"  estimate,  the  overall  average 
elasticity  of  substitution  is  applied  to  the  tax  rate  of  each  plan. 
The  latter  estimate  not  only  gives  a  lower  estimate  of  the  re- 
duction in  labor  supply  under  all  three  plans  but  also  reduces 
the  estimated  differential  between  plans  with  a  66.7  and  with 
a  50  percent  tax  rate.  The  following  estimates  of  percentage 
reductions  in  annual  hours  due  to  the  substitution  effect  are 
used  in  the  simulations : 


PLAN  TAX  RATE 

66.7% 


HIGH 


Male  family  heads  11 

Female  family  heads  62 


LOW  HIGH  LOW 

9  19  12 

45  95  59 


Calculation  of  the  reduction  in  annual  hours  under  Plans 
2  and  3  is  straightforward  since  all  participating  families  with 
pre-plan  incomes  below  the  cutoff  of  either  plan  face  a  con- 
stant marginal  tax  rate  as  they  reduce  their  hours.  Plan  1, 
however,  places  a  marginal  tax  rate  of  66.7  percent  on  earn- 
ings above  $720  and  a  zero  tax  rate  on  ea rmngs  below  $720. 
While  two-thirds  of  any  loss  of  earnings  above  $720  is  filled  m 
through  an  increase  in  the  transfer,  any  loss  of  earnings  below 
$720  represents  a  dollar-for-dollar  loss  of  income   The  pres- 
ence of  the  earnings  exemption  means  that  family  heads  with 
very  low  pre-plan  earnings  are  unaffected  by  the  66.7  percent 
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tax  rate  of  the  plan.  Family  heads  would  presumably  not  be 
influenced  by  the  tax  rate  in  making  their  labor-leisure  de- 
cision if  their  pre-plan  earnings  are  sufficiently  low  that  a  re- 
duction in  hours  worked  in  response  to  a  supplement  equal 
to  the  $2400  guarantee  level  of  the  plan  would  put  their 
earnings  below  $720.  Such  family  heads  can  maximize  utility 
under  Plan  1  by  reducing  their  hours  by  the  same  percentage 
that  they  would  in  response  to  a  $2400  supplement  with  no 
tax  rate.  The  earnings  exemption  would  definitely  have  no 
effect  on  those  whose  pre-plan  earnings  are  sufficiently  high 
that  after  reducing  their  hours  in  response  to  the  66.7  percent 
tax  rate  and  income  supplement  their  earnings  would  still  be 
above  $720.  Such  family  heads  would  respond  fully  to  the  tax 
rate  and  to  their  initial  supplement.  For  a  third  group  of  family 
heads  whose  pre-plan  earnings  fall  in  between  those  of  the 
groups  just  described,  the  effect  of  the  earnings  exemption  is 
less  clear.  At  minimum  such  individuals  would  reduce  their 
hours  just  to  the  point  where  their  earnings  equal  $720.  There- 
fore, we  assume  that  family  heads  in  the  third  group  could 
maximize  their  utility  under  Plan  1  by  working  just  enough 
hours  that  earnings  equal  $720. 

The  efficacy  of  the  $720  earnings  exemption  in  minimizing 
reductions  in  work  effort  is  greater  the  larger  the  substitution 
effect  for  the  group  upon  which  it  is  imposed.  Only  male 
household  heads  with  very  low  pre-plan  earnings  are  likely 
to  be  affected  by  the  earnings  exemption;  men  with  pre-plan 
earnings  above  $1197  using  the  low  estimate  and  $1288  using 
the  high  estimate  could  reduce  their  annual  hours  under  Plan 
1  in  response  both  to  their  initial  income  supplement  and  to 
the  66.7  percent  tax  rate  without  reducing  their  earnings  be- 
low $720.  The  effect  of  the  earnings  exemption  would  appear 
to  be  much  more  important  for  female  family  heads  because 
of  their  higher  elasticity  of  substitution.  According  to  the  low 
estimate,  female  family  heads  with  pre-plan  earnings  of  less 
than  $2940  would  on  average  reduce  their  earnings  below 
$720  in  combined  response  to  their  initial  income  supplement 
and  to  a  66.7  percent  tax  rate.  According  to  the  high  estimate, 
even  female  family  heads  with  pre-plan  earnings  at  the  cutoff 
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of  Plan  1  would,  in  reducing  their  hours  of  work  in  response  to 
the  66.7  percent  tax  rate,  fall  into  the  range  of  the  earnings 

exemption. 

As  Tables  1-3  show,  the  work  disincentive  of  all  three  plans 
is  moderate  for  male  family  heads,  but  quite  large  for  female 
family  heads.  Male  family  heads  with  a  pre-plan  income  of 
$2750,  for  example,  could  be  expected  to  reduce  their  annual 
hours  of  work  by  an  estimated  19-26  percent  under  Plan  2 
(the  two  values  represent  the  low  and  high  estimates  respec- 
tively), by  18-25  percent  under  Plan  1,  and  by  15-17  percent 
under  Plan  3.  Female  family  heads  with  the  same  pre-plan 
income  would  reduce  their  hours  of  work  by  an  estimated  82- 
100  percent  under  Plan  2,  74  percent  under  Plan  1,  and  65-82 
percent  under  Plan  3. 

Under  all  three  plans,  the  tax  rate  poses  a  more  impor- 
tant work  disincentive  for  most  family  heads  than  does  the 
initial  income  supplement.  Except  for  families  with  very  low 
pre-plan  incomes  who  receive  very  large  supplements,  the 
reduction  in  annual  hours  due  to  the  substitution  effect  is 
larger  than  the  reduction  due  to  the  income  effect.  The  per- 
centage reduction  in  annual  hours  due  to  the  income  effect 
decreases  with  successively  higher  levels  of  pre-plan  income, 
approaching  zero  at  the  cutoff  of  each  plan.  However,  even 
heads  of  families  with  pre-plan  income  at  the  cutoff  are  en- 
abled by  the  tax  rate  to  reduce  their  annual  hours  of  work 
with  a  much  smaller  loss  of  income  than  before  the  introduc- 
tion of  the  plan.  Whereas  before  the  introduction  of  the  plan 
a  dollar  loss  of  earnings  meant  a  dollar  loss  of  income,  with  the 
introduction  of  the  plan,  each  dollar  reduction  in  earnings  is 
accompanied  by  only  a  50  cent  or  a  33  cent  loss  of  income. 
Male  heads  of  families  with  pre-plan  incomes  at  the  respec- 
tive cutoffs  of  the  three  plans  could  be  expected  to  reduce 
their  hours  by  an  estimated  12-19  percent  under  Plans  1  and 
2  and  by  9-11  percent  under  Plan  3.  Female  heads  of  families 
with  the  same  pre-plan  incomes  reduce  their  hours  by  an  es- 
timated 59-83  percent  under  Plan  1,  59-95  percent  under  Plan 
2  and  45-62  percent  under  Plan  3. 
'  The  reduction  in  annual  hours  worked  by  heads  of  families 


13 


512 


8 

X 
15 

3 
C 
C 

< 

■B 

c 
o 

o 

CM 
CO 


3 

o 


0) 


co    33 


DC 

aj 

E 
o 

h- 

o* 

o 

c 

CM 

c 

n 

a 

c 

d> 

o 

'■*-• 

a. 

> 

E 

-Q 

0> 

«/)" 

X 

"8 

i/> 

cu 

05 

X 

c 

> 

'c 

CD 

I 

0) 

cd 

„ 

LL 

o 

o 

a> 

'tf- 

CD 

CN 

E 

<A 

a> 

II 

LL 

e> 

"O 

c 

^■*" 

ro 

«— 

CD 

C 

CD 

cd 

^ 

Q- 

H- 

<*- 

O 

O 

.* 

i_ 

o 

o 

3= 

UJ 

o 

UJ 

-I 

< 


¥ 

o 

s 

§ 

< 

LL 

o 

LU 

I 

(/} 

UJ 

oc 

_l 

D 

< 

O 

2 

X 

UJ 

LL 

< 

D 
Z 
Z 
< 


z 
g 

H 
U 
D 
Q 

UJ 

cc 

I- 
z 

UJ 

u 

cc 
111 
a 


C       93 


i  S 

Uj 


Uj 


0) 

o   5 

-J    *3 


■C     CO 

Uj 


.o   S3 


co 


<b 
I 

•2 


1 


OOr^cor^-r^cocOLO 


ooocooo^roo'-coco 
oor^cor^r^oooooo 


O'-OOCOCMCOCD'itCMCM 

LOCOCMCM'-r-r-r-r- 


0'-Mmo)LOP)'-o)0) 

LOtrOfMfMCNCN'-'- 


CO i  OC I  03 1  CO  «-;  O)  «-  t-  o 

r>.'  co  r»'  «-'  cd  «-  O  «-' 

<—  CD  O)  CD  CO  CM  *- 

CO  «— 


OOr>coor*»coor^o 

292S:T-co3'r"oo'^" 
"^■coor-vcoor^co 

CM     CM     CM     *-     t-     t- 


oooooooooo 
lolololololololocm 

(^•CMr^CMr^CMI^CMCO 

<-<-cNCMnco^<a- 


c 

ro 

0. 

t. 

0> 

TJ 

C 

3 

» 

fc. 

3 

0 

c 

c 

c 

0 

'£ 

o 

a 

3 

c 

•o 

0 

1) 

k. 

'5 

IS 

Ol 

LI. 

E 

CD 

01 

*J 

X 

c 

CD 

CD 
O 

0 

E 

a 

0 

o 

<u 

c 

£ 

' 

+■> 

c 

CD 

C 

ID 

ID 

*•> 

i 

C 

*J 

CD 

CD 

E 

CD 

a> 

4-* 

a 

.£ 

a 

c 

3 

0 

*j 

"<5 

a 

'£ 

E 

c 

CD 
X 

a> 

at 

1/1 

£ 

O) 

*-» 

c 

0) 

c 

c 

k_ 

CD 

CD 

■ 

3 

o 

u 

CM 

r^ 

"5 

0 

Eft 

CD 

c 

C 

■" 

+- 

ai 

H 

o 

z 

14 


513 


CD 

CO 

1) 

E 

S  S 

3 

LL 

tc 

CO 

5  i 

Q 

to 

T3 

C 

o 
s 

< 
LU 

LU 

co 

LL 

I 

co 

O 

LU 

O 

CO 
DC 

_l 
< 

s 

0) 

l» 

o 

5 

O 

z 

-J 
< 

Ul 
LL 

45 

•2>.S 
3:  2 

to 
Ui 

>*- 

o 

3 
Z 

to 

Z 

3 

< 

O 

I 

z 

"co 

3 
C 

z 
g 

0    s 

C 

H 

CO 

-J  5 

< 
CD 

C 

o 

U 
D 
Q 
Ul 
E 

1- 

O 
< 
LU 

X 

LU 

_l 

Uj 

o 

o 
in 

Z 
LU 
O 

< 

s 

Q> 

1  5 

*■ 

LU 

v> 

Q. 

ul 

3 

o 

S   <* 

# 

4w 

.c 

O     4j 

=  66.7 
Level 

c 

cu 

c3 
cu 

I. 
u 

c 

nsump 
ossibili 

CD 

,0    0. 

^    o 

Cj 

_-    O 

O     C 

O    — 

O     c 

CO     co 

4w 

^     Q. 

§ 

II       d, 

!<S 

E  ^ 

(j  £ 

4* 

C 

Supple 

> 

— - 

CN    XJ 

C      co- 

co   -^ 

E  s 

'S1 

-  > 

ffec 
amil 

I 

LU    LL 

■ 

c  B 

CM 

<0 

LU 

9. 

-J 

* 

CO 

a. 

< 

1- 

O000^-CNCOCOT_0> 
OOOOOOr-COCDLO 


OOOOOOOOr^LO 
00000000)05 


oiflOO)foo)to^rfocM 


CMP-CDOCDCO'-Oai 


co  <d-  r>-  r^ ;  ^ ;  cq  co  o>  o 

CO  CO '^f  CO  CN  LO  fO  CO 

CO  r-  O  CD  1-  CN  «- 

CO  «-  «- 


OOr-COOr-COO 
OOCDCOOCDCOO 

oifl'-coLD'-com 

CO    CM    CN    «-    «~    T_ 


CO 


oooooooooo 

°LOLOIOLOLOLOLOLOO 

r-.cNr-CNr-CNr-.CMLO 

i—    i-    (N    CM    n    CO    ^    ^ 


15 


514 


E 

CO 

u_ 

"D 

c 
ro 

ju 

co 

O 
J* 

o 

o 

O 

3 
C 
C 
< 

CD 
-C 
+-> 

c 
o 


00 

<& 

II 

5= 
o 

•M 

3 
O 

iP 

6 

to 

II   -J 

is  I 

8  S 

*    c 

CN      (5 

<*   a 


> 
a) 


CO 

-Q 

c 

i/T 

10 

0- 

"8 

4- 

o 

I 

•4-> 

> 

4— 

'i 

4- 

a: 

LU 

LL 

CO 

UJ 

-J 

00 

< 

1- 

re 
O 


CO 

DC 
D 
O 

I 
_i 
< 

z 

Z 
< 


z 
o 

p 
u 

Q 

HI 

CC 

I- 

z 

UJ 

u 

CC 
UJ 

a. 


to 

a 
< 

UJ 

I 

UJ 

-J 

< 

UJ 

a. 


a 

to 


a 

Uj 


o  .5 


a 
■s.  * 

a:  S 


c 

<-   •»    «5  •£ 

c   qj   o  .t; 

e  t  i  £ 


c 

0) 

^  p 

CO 


I 
o 
c 

c  ^ 

I 


°SSllfllfl«'CNCOIfllfl 


0000)CONtO(0(Dffl 


oc\icNcocoLoco»-oo)a> 

IflPltM'-'-t-i-r- 


0^^lflONIflC»)N 
LOCOCNCN'-«-r-r- 


qqr-isqoqoinioo 

O   CN   i>.'   cd   r>.'  CO   <3-   CO*  O 
r*  ^r  co  m  co  cn  «- 

CN   «- 


Oioujiomminiflinioo 

OCNI^CNr^CNP^CNr^CN 

^orvLOCNOr^LncN 

CN    CN    t-    t-    «-    i- 


ooooooooooo 

mmininifliflinmiflo 
r^CNr^CNr^.CNr^CMr>.co 

'-'-CMCNfOd^^f 


16 


515 


that  are  below  the  cutoffs  of  all  three  plans  is  in  all  cases  great- 
est under  Plan  2.  For  male  family  heads  covered  by  all  three 
plans,  the  reduction  in  labor  supply  is  least  under  Plan  3.  Be- 
cause the  earnings  exemption  has  little  effect  on  male  family 
heads,  the  difference  in  effects  of  Plans  1  and  2  on  the  labor 
supply  of  male  family  heads  is  small,  attributable  mainly  to 
the  difference  in  the  size  of  the  income  supplements  provided 
by  the  two  plans.  The  difference  between  the  effects  on  labor 
supply  of  Plans  1  and  3  is  larger  than  that  between  Plans  2 
and  1  and  is  due  mainly  to  the  difference  in  tax  rates  of  the 
plans.  For  female  family  heads  with  fairly  low  pre-plan  in- 
comes, the  $720  earnings  exemption  of  Plan  1  would  appear 
to  be  more  work-saving  than  the  lower  tax  rate  of  Plan  3,  al- 
though this  conclusion  may  result  from  the  assumption  made 
about  behavior  in  response  to  the  earnings  exemption.  For 
those  with  higher  pre-plan  incomes,  the  percentage  reduc- 
tion in  annual  hours  is  less  under  Plan  3  than  under  Plan  1. 
As  has  been  discussed  earlier  in  the  paper,  reductions  in 
labor  supply  in  response  to  the  income  supplement  and  tax 
rate  on  earnings  of  a  negative  income  tax  plan  result  in  a  loss 
of  output,  increase  the  transfer  cost  of  the  negative  income 
tax  plan  itself,  and  diminish  the  efficacy  of  the  plan  in  raising 
low  incomes.  In  the  tables  that  follow  we  use  the  estimates 
of  the  changes  in  annual  hours  worked  by  family  heads  under 
Plans  1,  2,  and  3,  as  shown  in  Tables  1-3,  to  estimate  the  re- 
duction in  earnings,  the  increase  in  the  supplement  due  to 
reductions  in  labor  supply,  and  the  change  in  family  in- 
come under  each  of  the  three  plans.  Tables  4  and  5  show  by 
selected  levels  of  pre-plan  income  the  estimated  effects  of  the 
three  plans  on  male-headed  and  female-headed  families  who 
in  the  absence  of  a  negative  tax  plan  are  dependent  entirely 
on  the  earnings  of  the  family  head,  i.e.,  families  whose  sole 
source  of  pre-plan  income  is  the  earnings  of  the  family  head. 
Table  6  shows  the  estimated  income  level  under  each  plan  at 
which  the  income  of  such  families  would  be  unchanged  by  the 
plan,  i.e.,  where  pre-plan  and  post-plan  income  are  equal. 
Tables  7  and  8  show  the  estimated  effects  of  each  plan  for  the 
average  participating  male-headed  and  female-headed  family, 
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taking  into  account  the  effective  cutoffs  of  the  three  plans  and 
the  average  share  of  earnings  in  the  total  income  of  participat- 
ing families. 

For  families  who  in  the  absence  of  a  negative  income  tax 
plan  are  entirely  dependent  on  the  earnings  of  the  family 
head,  the  loss  of  earnings  equals  the  percentage  reduction  in 
the  annual  hours  of  the  head  times  pre-plan  income.  On  the 
assumption  that  the  pre-plan  wage  rates  of  family  heads  equal 
their  marginal  productivity,  the  reduction  in  earnings  repre- 
sents the  loss  in  output  or  GNP  due  to  reduction  in  labor  sup- 
ply. The  loss  of  family  income  is  of  course  less  than  the  loss 
in  earnings  since  the  family's  supplement  is  increased  by  TR 
times  the  loss  in  earnings.  ( Under  Plan  1,  the  loss  in  earnings 
is  filled  in  at  a  66.7  percent  rate  only  to  the  point  where  the 
total  supplement  equals  $2400. )  The  change  in  family  income 
under  each  plan  is  equal  to  the  initial  supplement  minus 
(1-TR)  times  the  loss  in  earnings. 

Although  the  percentage  reduction  in  annual  hours  induced 
by  the  three  plans  generally  diminishes  for  successively  higher 
levels  of  pre-plan  incomes,  Tables  4  and  5  suggest  that  the 
absolute  loss  of  earnings  and  output  is  greater  for  families 
near  the  cutoff  of  each  plan  than  for  those  with  lower  pre-plan 
incomes.  Their  smaller  reduction  in  annual  hours  due  to  the 
income  effect  fails  to  compensate  for  their  higher  initial  earn- 
ings. It  would  appear  that  the  major  loss  in  output  under  any 
of  the  three  plans  comes  from  placing  high  effective  tax  rates 
on  participants  near  the  plan  cutoff  who  have  moderately  high 
pre-plan  earnings.  Both  because  their  reduction  in  earnings 
is  larger  and  because  their  initial  supplements  are  much  small- 
er, families  with  pre-plan  incomes  near  the  cutoff  take  a 
smaller  proportion  of  their  increased  consumption  possibilities 
in  higher  income  than  do  families  with  very  low  pre-plan 
incomes.  At  the  same  time,  the  percentage  increase  in  the 
supplement  due  to  work  reduction  is  higher  for  those  near  the 
cutoff  than  for  those  with  lower  pre-plan  incomes.  For  ex- 
ample, under  all  three  plans  the  increase  in  income  of  male- 
headed  families  with  pre-plan  income  of  $1250  is  close  to  90% 
of  their  initial  supplement.  For  male-headed  families  with 


18 


517 


0) 

< 

I 


Oi 

c 
'c 

1- 
co 
LU 

a> 

x 

IS 


E 

5 

LU     ® 

.£  i 

c    "" 
3 

£ 


03 


fi 


s 


To    o 

c 


§  |   I    ft 


"8 

"8 

a>  . 

</j 

I 

aj 

d> 

& 

re 

_j 

2 

c 

CD 

O 

a 

0> 

E 

ex 

o 

o 

"8 

c 

4-> 

4^0 

u 

a> 

c 

0) 

co 

CO 

«/> 

> 

OJ 

X 

c 

"c 

a? 

E 

CD 
LU 

o 

CJ 

a> 

c 

■e 

c 

CO 

c 

o 

a 

c 

CD 

a. 

0. 

o 

8 

0) 
CJ 

L. 

k- 

.C 

3 

1- 

O 

»»- 

CO 

o 

cu 

4-> 

o 

8 

CO 

5= 

LU 

0) 

s: 

4-" 

*"' 

LU 

_J 

CO 

< 

1- 

-  .£   c 

•  —    <B 

»  Uu 

U  O 

c  * 


I  -IS 

LU 


0) 

4* 

§.S5 

LU 


2         e 

lis 

.5      0     in 
E    1     I 

<o    2    O 
LU   5   I 

H-        »      _ 

O     QC      ■ 

■J      < 


LU 


0) 
4* 

LU 


15    S 
It 

i 

CO 


Hi 

i 

1 

! 

^ 

o 

■o 

9 

1 

5 

5 

\ 

S 

<. 

<o 

a. 

LU 

I--  CD  ID  CD 
00  «-  *fr  CN 
03    CN    LO    «- 


o  ^  O  ifl 
ps  CO  ^  CN 
00    «-    "*    CM 


00  P*.  CO  CD 
*-  CN  CO  ^ 
CO    CO    CO    CO 


CO  CM  oo  3 
lo  co  oo  ^r 
co  rf  ^  io 


co  ^3® 
p«.  o  O  «- 
^  <■  ir)  in 


O  00  ^  CO 

co  <F  co  r: 

LD  CO  N  00 


N  O  CO 

Soo  »- 

co  r- 

CM  «■* 


SO  O)  CN 

CO  ID  r- 

O  CO  CD  I 
CN  «- 


o 

LO 
CN 


O  O  O 

LO  LO  LO 

CM  CM  CM 

CN  CO  ^ 


CM  00  CO 

r-  p-  oo 

O)  CM  ID 


t-  «-  Oi  P* 
CO  ^  S  LO 
CO  CO  CO  CO 


O  CD  «-  ID 
00  ^  P  LO 
CO  <T 


LO  ID 


CD  «-  CO  CO 
O)  i-  CM  CO 

^r  to  lo  id 


^  00  «-  CO 
00  CD  LO  CO 
ID  CO  P*-  00 


r^  Q  co  p-> 

CO  O  CO  CD 

*-  ID  00  «- 

CN  <- 


r^  o  p^  co 
r»  r<»  co  co 

LO  o  ID 


Z 
< 


CM 

z 
< 


o  o  o  o 

LO  LO  lg  LO 

CM  CM  CM  CM 

«-  CM  CO  *fr 


LO  P^  LO  O 
CO  ^  CO  CN 
LO  O  LO 


00  LO  00  CO 

O  O  C3  f- 
«-  CM  CN  CN 


t—  P^  «-  ID 
r-  (N  ^  LO 
CM  CM  CM  CM 


CD  O  CD  LO 

o>  «-  H  CM 

CO  «d"  ■*  ^* 


«-  LO  «~  O 
CN  LO  OO  «~ 
Tj-  ^  ^  LO 


LO  LO  LO  ID 

r«.  r>^  p*  p* 
r>»  cn  r^  cm 


CO 

z 
< 


o  o  o  o 

ID  LO  LO  LO 

CM  CN  CM  CM 

t-  CM  CO  ^f 


19 


518 


< 

13 

CO 

I 


O) 

'E 

L- 
CO 
LU 
CD 

L. 
(II 


E 

to    io 

LL     d) 


"O 
CD 

"8 

I 

0) 


0) 

E 
o 
u 


£  c 

CD  JO 

0)  Q_ 

O  CO 


c 

u 

a> 

"O 

c 

CO 

aj 

> 

to 

jD 

OJ 

c 

V 

'c 

E 

co 

o 
u 

LU 

c 

CD 

"~ 

£ 

c 
jo 

c 

a 

o 

i 
CD 

(/> 

l. 

c 

a. 

(0 

>+- 

a. 

o 

$ 

CO 
CJ 

i- 

L. 

-C 

3 

H- 

O 

H- 

CO 

O 

a) 

+-" 

o 

g 

CO 

UJ 

.c 

If) 

LU 

_J 

CO 

< 

»- 

E 


&g 


C 


e 

I  .eg 

Ul 


lis 

Uj 


£  £  £ 

S  =  * 
§  il  w 


5   c  - 
Uj 


Uj 


§         3 

Mi 
S  S  8 

UJ  -a  x 

in     o     3 

8  2  = 


0 

-J 


to   -^ 

.6  £ 

c 


>  -c  « 


Ui 


c 

0) 

£  -2  *» 

CO 


II 
to 

E 

o 
to 
c 

c 

fO 

I 


I- 


O   O   CN    r^ 
lo   r^   LO   05 

«-  oo     i    r^ 


O    O    O)    CM 

Ifl    N    M    ro 

«-    00    «-    t- 


co  o  o  oo 

LO    CN    CO    CO 
CO    O    LO    CD 


co  o  r^  co 

LO    CN  00  LO 

CO    O  CD  CO 

r-  r-  CN 


O  O  LO  00 

lo  oo  a>  oo 

CN  LO  CN  LO 

«-  *-  CN  CN 


O  O  O)  (SI 

LO  CO  CN  00 

CM  LO  LO  LO 

<-  *-  CN  00 


r^  o  co 

Soo  «- 

oo  r^ 

CM  r- 


0    "0 
,       to 

o 

o 

O 

o 

LO 

LO 

LO 

LO 

s.  * 

T" 

CM 

CN 

CN 

CM 

i* 

Z 

*"" 

CN 

00 

<d- 

5 

< 

.* 

_j 

Uj 

a. 

O  CN  CD  O) 
LO  O    vt    O 

r>»  r*    cd 


o  o  o  oo 

LO  LO  LO  O 
(^  r*  CN  CN 


00  CD  00  r- 

oo  r-  r*.  co 
oo  ^f  lo  r»» 


co  o  r>.  r- 

00  O  CO  LO 

oo  lo  «-  r^ 

«-  CN  CN 


O  *f  o  r»» 

LO  CN  CD  00 

CN  *-  00  LO 

<-  CN  CM  CN 


O  o  o  r-* 

LO  LO  LO  CN 

CN  CN  CN  *- 

<-  CN  CO  t 


r^ 

r^ 

O 

00    P^ 

<* 

CD 

O 

00    CD 

r-" 

LO 

00    «- 

CN 

<- 

CN 

z 
< 


o  o  o  o 

LO  LO  LO  LO 

CN  CN  CN  CN 

^  CN  CO  ^t 


O  O  l-  CO 

LO  00  CD  LO 

»-  *fr  »-  r-* 

«-  i  i 


O    O    00 
LO    00    00 

«-    CN    <tf 


LO 


LO  LO  CO  O 
CN  ^  CO  CN 
CD    00    O0    O 


LO    CD    CN    O 

CN    00    *-    00 
CO    O    CM    CO 


o  o  cn  p» 

uo  a  r^  ifl 

CN    CO    00  o 

«-*-»-  CN 


O  CN  LO  O 

Ifl  [v  c\|  CO 

cn  o  ^r  r^ 

«-  CN  CN  CN 


LO    LO    LO    LO 

r^   r*.  r^  r^ 

(^    CN    Is".    CN 


O  O  O  O 

LO  LO  LO  LO 

M    CN  CN  CN  CN 

z    »-  CN  00  <^- 

< 


20 


519 


pre-plan  incomes  of  $3250  the  comparable  ratios  range  be- 
tween 65  and  80  percent.  For  the  former  group  the  reduction 
in  work  effort  adds  about  10-20  percent  to  the  supplement 
under  all  three  plans;  for  the  latter,  reductions  in  work  effort 
add  30-70  percent  to  the  plan  supplements. 

While  each  of  the  three  plans  increases  the  incomes  of  re- 
cipient families  with  very  low  pre-plan  incomes,  all  three  plans 
bring  about  a  reduction  in  the  income  of  some  families  with 
pre-plan  incomes  near  the  cutoff.  For  some  families  with  pre- 
plan incomes  near  the  cutoff  of  each  plan,  the  loss  of  earnings 
due  to  a  reduction  in  labor  supply,  even  when  partially  filled 
in  through  an  increase  in  the  supplement,  results  in  a  loss  of 
income  in  excess  of  the  initial  income  supplement;  for  such 
families,  post-plan  income  is  less  than  pre-plan  income.  Table 
6  shows  the  income  levels  at  which,  given  estimated  reduc- 
tions in  hours  worked,  the  income  of  families  entirely  depend- 
ent on  the  earnings  of  the  head  would  be  unchanged  by  each 
plan  i  e    at  which  the  loss  in  income  due  to  the  reduction  in 
earnings  would  just  equal  the  family's  initial  supplement.  Be- 
low this  level  incomes  of  such  families  would  on  average  go  up; 
above  this  level  they  on  average  would  decline.  (For  families 
that  have  nonemployment  income  in  addition  to  earnings,  the 
levels  of  equality  between  pre-plan  and  post-plan  income 
would  be  somewhat  higher  than  those  shown  in  Table  6. ) 

Tables  7  and  8  show  the  effects  of  the  three  plans  on  male- 
and  female-headed  families  whose  pre-plan  income  is  equal  to 
the  mean  pre-plan  income  of  participating  male-  and  female- 


TABLE  6. 


Level  at  Which  Pre-plan  and  Post-plan  Incomes  are  Equal, 
for  Families  Where  Earnings  Are  the  Sole  Source  of  Pre- 
plan Income 
MALE-HEADED  FAMILIES  FEMALE-HEADED  FAMILIES 


High 

Estimate 

($) 

PLAN  1 

3929 

PLAN  2 

4092 

PLAN  3 

4287 

Low 

Estimate 

($) 


High 

Estimate 

($) 


4063 
4232 
4372 


3120 
3000 
2606 


Low 

Estimate 

($) 

3183 
3315 
2980 
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headed  families.  In  calculating  the  mean  pre-plan  income  of 
participants,  we  have  included  families  above  the  statutory 
cutoff  of  each  plan  who  according  to  our  estimates  could  be 
expected  to  reduce  their  earnings  sufficiently  to  qualify  for  an 
income  supplement.  The  mean  incomes  in  Tables  7  and  8, 
therefore  are  estimated  mean  incomes  below  what  will  be 
called  the  "effective  cutoff"  of  each  plan,  i.e.,  the  level  of  pre- 
plan income  below  which  families  could  be  expected  to  partic- 
ipate in  each  plan. 

We  have  estimated  that  male  heads  of  families  with  pre- 
plan incomes  up  to  three  percent  above  the  cutoffs  of  Plans  1 
and  2  and  about  two  percent  above  the  cutoff  of  Plan  3  might 
be  expected  to  reduce  their  hours  worked  and  qualify  for  in- 
come supplementation.  Female-headed  families  with  incomes 
17-21  percent  above  the  cutoffs  of  Plans  1  and  2  and  12-13  per- 
cent above  the  cutoff  of  Plan  3  would,  according  to  our  esti- 
mates, be  potential  participants. 

Although  families  with  pre-plan  incomes  above  the  statu- 
tory cutoff  of  a  negative  income  tax  plan  lose  a  dollar  in  income 
for  every  dollar  reduction  in  earnings  above  the  cutoff,  each 
dollar  reduction  below  the  cutoff  is  filled  in  at  the  plan's  tax 
rate.  The  further  earnings  are  reduced  below  the  cutoff,  the 
higher  the  average  rate  at  which  the  supplement  fills  in  the 
total  loss  of  earnings.  Without  knowing  the  form  of  utility 
functions  it  is  difficult  to  determine  the  extent  to  which  fam- 
ilies with  pre-plan  incomes  above  the  cutoff  could  maximize 
utility  by  reducing  earnings  sufficiently  to  qualify  for  a  sup- 
plement. However,  since  it  is  important  to  make  some  esti- 
mate of  the  extent  of  effects  above  the  cutoff,  we  made  the 
following  assumption:  that  the  head  of  a  family  with  pre-plan 
income  above  the  statutory  cutoff  of  a  negative  income  tax 
plan  would  find  it  advantageous  to  reduce  his  hours  of  work 
sufficiently  to  enable  the  family  to  qualify  for  a  supplement  it 
there  is  a  level  of  earnings  below  the  cutoff  at  which  the  sup- 
plement divided  by  the  loss  in  earnings  is  equal  to  a  tax  rate 
that    given  our  estimated  substitution  effect  of  various  tax 
rates  would  induce  him  to  reduce  his  earnings  to  that  level. 
The  mean  incomes  shown  in  Tables  7  and  8  are  the  esti- 
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mated  mean  incomes  in  1969  of  nonaged  four-person  families 
that  received  no  transfer  income  from  Public  Assistance,  So- 
cial Security,  Unemployment  Insurance,  Workmen's  Compen- 
sation, or  Veterans  Compensation.  Means  were  calculated 
from  the  1969  income  distribution  of  families  with  husband, 
wife,  and  two  children  and  families  with  a  female  head  and 
three  children  as  reported  in  Current  Population  Reports, 
Series  P-60,  no.  75.  The  distributions  were  adjusted  to  exclude 
recipients  of  public  transfer  payments  by  applying  ratios  of 
transfer  recipients  to  the  total  number  of  families  with  non- 
aged male  and  female  heads  in  each  income  class  taken  from 
special  tabulations  of  the  1966  seo.  Because  of  the  higher 
effective  cutoff  of  each  plan  for  female-headed  than  for  male- 
headed  families,  the  mean  incomes  of  the  two  groups  are  fairly 
close,  although  the  mean  income  of  female-headed  families 
below  the  statutory  cutoffs  is  considerably  lower  than  that 
of  male-headed  families. 

In  calculating  the  reduction  in  earnings  and  output  due  to 
changes  in  labor  supply  in  Tables  7  and  8,  account  has  been 
taken  of  the  average  share  of  earnings  in  the  total  family  in- 
come of  participants.  In  male-headed  families  earnings  ac- 
count for  a  larger  percentage  of  family  income  than  in  female- 
headed  families.  Some  of  the  earnings  of  the  male-headed 
families  are  the  earnings  of  the  wife.  Analysis  of  the  behavior 
of  the  wife  in  response  to  income  supplements  and  compen- 
sated reductions  in  her  wage  rate  in  the  Telia,  Telia,  and 
Green  Study  [7]  indicated  that  the  elasticity  of  the  wife's 
annual  hours  of  work  to  both  increases  in  nonemployment 
income  and  to  a  compensated  reduction  in  her  wage  rate  are 
larger  than  that  of  the  male  household  head.  However,  since 
the  wife's  earnings  account  for  a  relatively  small  share  of  total 
earnings  in  low-income  families  with  a  working  male  head, 
the  elasticity  of  total  family  earnings  to  change  in  nonemploy- 
ment income  and  to  reductions  in  the  effective  wage  rates  of 
earners  is  not  substantially  larger  for  families  in  which  both 
husband  and  wife  are  earners  than  in  families  where  the  hus- 
band is  the  sole  earner.  For  this  reason,  the  total  reduction 
in  earnings  in  male-headed  families  has  been  calculated  by 
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multiplying  the  percentage  reduction  in  annual  hours  of  the 
head  by  total  family  earnings.  This  procedure  may  result  in 
a  slight  underestimate  of  the  reduction  in  earnings  in  families 
where  both  husband  and  wife  are  earners. 

The  male  head  of  a  family  with  income  equal  to  the  mean 
of  all  participating  male-headed  families  could  be  expected 
as  indicated  in  Table  7,  to  reduce  his  annual  hours  of  work 
by  an  estimated  13-15  percent  under  Plan  3  and  17-24  percent 
under  Plans  1  and  2.  The  income  effect  accounts  for  between 
20  and  30  percent  of  the  total  reduction  in  hours  under  all 
three  plans.  The  average  male  family  head  would  be  unaf- 
fected by  the  earnings  exemption  of  Plan  1.  The  reduction  in 
earnings  and  output  in  the  average  male-headed  family  is  in 
the  range  of  $400-475  under  Plan  3  and  $500-700  under  Plans 
1  and  2  The  estimates  suggest  that  the  income  of  the  average 
male-headed  family  would  increase  by  22-25  percent  under 
Plans  1  and  2,  and  by  15-16  percent  under  Plan  3.  Comparison 
of  the  actual  increase  in  family  income  under  each  plan  with 
the  initial  income  supplement  indicates  that  under  Plans  1 
and  2  the  increase  in  income  is  about  75  percent  of  increased 
consumption  possibilities   (initial  supplement)  .afforded  by 
each  plan,  or  about  three-fourths  of  the  increase  that  would 
have  taken  place  in  the  absence  of  any  changes  in  labor  sup- 
ply The  ratio  is  slightly  smaller  under  Plan  3.  While  the  in- 
come of  the  average  male-headed  family  increases  by  more 
under  Plans  1  and  2,  reductions  in  work  effort  add  somewhat 
more  to  the  transfer  cost  of  these  two  plans  than  to  that  of 
Plan  3  Reductions  in  work  effort  add  an  estimated  35-50  per- 
cent to  the  transfer  cost  of  Plans  1  and  2,  and  about  30  percent 
to  that  of  Plan  3.  Under  all  three  plans,  a  dollar  of  transfer 
adds  about  50-60  cents  to  the  income  of  the  average  partici- 
pating male-headed  family. 

The  work  disincentive  of  all  three  plans  is  substantially 
higher  for  the  average  participating  female  family  head  than 
for  the  average  male,  the  impact  of  all  three  plans  on  he  in- 
comes of  female-headed  families  is  less,  and  the  addition  to 
the  transfer  cost  considerably  higher.  Given  the  higher  elas- 
ticity of  substitution  for  females  than  for  males,  the  earnings 
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exemption  of  Plan  1  would  appear  to  have  a  greater  work 
saving  effect  for  female  family  heads  than  for  male.  As  a 
result,  Plan  1  looks  somewhat  more  attractive  relative  to  the 
other  plans  for  female-headed  families  than  for  male.  How- 
ever, the  apparent  superiority  of  Plan  1  over  Plans  2  and  3  in 
terms  of  raising  income  both  absolutely  and  per  dollar  of 
transfer  may  be  due  to  the  assumptions  made  about  behavior 
in  response  to  the  earnings  disregard. 

The  estimates  shown  in  Table  8  suggest  that  the  average 
female  family  head  participating  in  each  plan  would  reduce 
her  annual  hours  by  80-100  percent  under  Plan  2  and  by  60-80 
percent  under  Plan  3.  It  would  appear  that  the  effects  of  Plan 
1  on  the  labor  supply  of  the  average  female  participant  are 
in  the  same  range  as  those  of  Plan  3.  The  estimated  loss  in 
earnings  due  to  work  reduction  is  about  $1900-2400  under 
Plan  2,  $1500-1900  under  Plan  3,  and  $1600-1650  under  Plan  1. 
The  income  of  the  average  participating  female-headed 
family  increases  by  an  estimated  15-17  percent  under  Plan  1, 
9-16  percent  under  Plan  2,  and  0-7  percent  under  Plan  3.  All 
three  plans  raise  the  consumption  possibilities  of  the  average 
female-headed  family  by  33-38  percent.  At  best  the  actual 
increase  in  family  income  is  less  than  50  percent  of  the  initial 
supplement.  Reductions  in  work  effort  add  substantially  to 
the  transfer  cost  of  all  three  plans  for  female-headed  families, 
the  final  transfer  exceeding  the  initial  supplement  by  about 
80-100  percent  under  Plan  3  and  by  over  100  percent  under 
Plans  1  and  2.  None  of  the  three  plans  is  particularly  efficient 
in  raising  the  income  of  female-headed  families.  It  is  estimated 
that  a  dollar  of  transfer  would  add  21-23  cents  to  the  income 
of  female-headed  families  under  Plan  1,  10-20  cents  under 
Plan  2,  and  less  than  12  cents  under  Plan  3. 
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OTHER   STUDIES 

Table  9  summarizes  the  findings  of  three  recently  published 
studies  that  have  attempted  to  estimate  the  effects  of  negative 
income  tax  plans  on  the  work  effort  of  male  family  heads.  Like 
our  own,  these  studies  are  inferential  in  nature  and  draw  on  ex- 
isting census  data.  Interestingly,  all  of  the  studies  predict  re- 
ductions in  the  annual  hours  of  work  of  male  working  heads  in 
response  to  a  range  of  negative  income  tax  plans.  For  the  plans 
shown  in  the  table,  which  have  tax  rates  of  50  percent  or 
greater,  the  estimated  reductions  in  annual  hours  vary  be- 
tween 12  percent  and  24  percent.  Our  analysis  predicts  similar 
reductions  in  the  work  effort  of  male  family  heads.  Since 
nonaged  male  family  heads  frequently  work  extended  hours, 
reductions  in  their  work  effort  in  response  to  a  moderate-sized 
negative  income  tax  plan  would  probably  not  reduce  their  an- 
nual hours  sharply  below  2000  [4,7].  The  general  consistency 
of  these  results,  including  our  own,  is  impressive  considering 
that  variations  in  methodology  were  used  from  study  to  study, 
that  different  data  were  used  (Current  Population  Survey,' 
Survey  of  Economic  Opportunity),  and  that  the  period  of 
analysis  was  not  always  the  same  (income  years  1965,  1966). 


TABLE  9. 

Results  of  Other  Studies 

Authors 

Description  of  Plan 
(family  of  four) 

Percent  Reduction  in 
Annual  Hours  Worked 
o  f  Male  Fam  ily  Heads 

Green  and 
Telia  [3] 

G  =  $1500,  TR  =  50% 

12 

Greenberg  and 
Kosters  [4] 

G  =  $1600,  TR  =  50% 
G  =  $2400,  TR  =  50% 

19* 
15 

G  =  $3500,  TR  =  75% 

24 

Cohen,  Rea, 
and  Lerman 

[2] 

G  =  $3000,  TR  =  50% 

15 

NOTE:    G  =  guarantee  level,  TR  =  tax  rate. 

•  Result  includes  the  work  disincentive  effect  of  a  food  stamp  plan  with  a  guarantee 
level  of  approximately  $1000. 
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CONCLUSIONS 

Based  on  the  available  evidence  from  inferential  studies, 
it  would  appear  that  negative  tax-type  plans  of  even  moderate 
generosity  will  have  a  negative  effect  on  labor  supply.  Such 
plans  are  likely  to  result  in  significant  reductions  in  the  work 
effort  of  low-income  nonaged  family  heads  who  are  not  cur- 
rently welfare  recipients,  particularly  female  workers.  In  the 
range  of  plans  considered,  work  reductions  would  occur  pri- 
marily as  the  result  of  the  high  marginal  tax  rate  on  earnings 
imposed  by  the  plans  (50  percent  or  greater),  although  in- 
come supplementation  alone  would  also  lead  to  some  decline 
in  work  effort.  Among  male  family  heads,  it  is  likely  that  re- 
ductions in  work  effort  would  primarily  take  the  form  oj 
reduced  hours,  including  reductions  in  moonlighting  and 
overtime,  with  the  family  head  remaining  in  the  labor  force 
Among  working  female  family  heads,  however   because  ot 
the  large  estimated  reductions  in  their  labor  supply  it  is  likely 
that  a  considerable  portion  of  reductions  in  work  effort  would 
take  the  form  of  complete  withdrawal  from  the  labor  force. 
For  the  three  plans  analyzed  in  this  paper,  the  estimated  re- 
ductions in  annual  hours  of  work  ranged  from  13  to  24  per- 
cent for  the  average  participating  male  family  head,  and  from 
60  to  100  percent  for  the  average  participating  female  family 

because  of  the  loss  in  earnings  produced  by  work  reduc- 
tions, family  incomes  rise  by  less  than  the  amount  of 
the  income  supplement.  For  the  three  plans  analyzed,  the 
incomes  of  male-headed  families  rose  by  50-60  cents  per  dol- 
lar of  transfer.  For  female-headed  families,  incomes  rose  by 
less  than  25  cents  per  dollar  of  transfer.  Plan-induced  reduc- 
tions in  earnings  have  the  effect  of  automatically  qualifying 
families  for  a  larger  income  supplement,  which  increases  plan 
costs  Projections  of  plan  costs  which  do  not  take  into  account 
the  effect  of  work  reductions  will  be  seriously  underestimated. 
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CAVEATS 

Several  caveats  should  be  mentioned  regarding  the  results  of 
the  simulations.  The  first  pertains  to  the  nature  of  the  original 
study  on  which  the  present  estimates  of  labor  supply  effects 
are  based.  The  basic  assumption  underlying  the  study  is  that 
individuals  will  respond  to  the  income  supplements  and  effec- 
tive tax  rates  of  a  negative  income  tax  plan  in  much  the  same 
way  that  they  respond  to  the  receipt  of  nonwork-related  non- 
employment  income  and  to  income-compensated  reductions 
in  their  wage  rates.  The  accuracy  with  which  the  simulations 
represent  what  would  happen  under  a  nationwide  negative 
income  tax  plan  depends  very  much  on  the  validity  of  this 
underlying  assumption.  In  addition,  estimates  derived  from 
this  and  similar  studies  are  inevitably  subject  to  measurement 
error.  Moreover,  in  studies  of  this  kind  not  all  factors  that 
influence  labor  supply  can  be  taken  into  account. 

Another  caveat  pertains  to  the  applicability  of  the  results 
of  the  simulations.  The  effects  of  the  three  negative  income 
tax  plans  were  simulated  in  a  voluntary  environment,  i.e.,  on 
the  assumption  that  individuals  are  free  to  allocate  their  time 
between  work  and  non-market  activity  as  they  choose.  Im- 
plicit in  the  simulations  also  is  the  assumption  that  a  dollar 
of  supplement  has  the  same  utility  as  a  dollar  of  any  other 
kind  of  income. 

The  estimates  do  not  take  account  of  the  possible  impact 
on  work  effort  of  a  work  requirement,  a  penalty  for  failure 
to  register  for  or  accept  a  job,  the  provision  of  day  care  facili- 
ties, interactions  between  income  maintenance  and  other  pro- 
grams, such  as  manpower  programs,  or  supplemental  welfare 
payments.  Our  results  do  suggest  that  a  work  requirement 
would  have  little  relevance  for  male  family  heads  since,  even 
after  reducing  their  work  effort  under  the  plans  simulated, 
most  male  family  heads  without  unemployment  could  still  be 
expected  to  work  close  to  full-time  hours.  It  should  be  men- 
tioned that  the  larger  elasticity  of  income  and  substitution 
for  female  household  heads  may  be  partially  explained  by 
the  costs  and  difficulties  of  job  holding  for  such  women;  it  is 
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possible  that  greater  availability  or  lower  cost  of  child  care 
facilities  would  somewhat  reduce  the  relatively  high  prefer- 
ence that  female  household  heads  have  for  non-market  ac- 
tivity. Such  payments  as  state  supplements  to  federal  pay- 
ments under  a  negative  income  tax  plan  could  be  expected 
to  result  in  an  additional  reduction  in  work  effort. 

Although  our  estimates  of  income  and  substitution  effects 
are  based  on  1966  income  data  and  are  estimated  for  a  popu- 
lation from  which  the  unemployed  were  excluded,  there  is 
no  strong  a  priori  reason  to  expect  that  the  elasticities  would 
change  very  much  in  one  direction  or  another  over  time,  or 
that  Ly  are  not  representative  of  all  employable  household 
heads  eligible  for  income  supplementation.  Oyer  time,  in- 
creases in  real  income  could  be  expected  to  reduce  the  per- 
centage of  the  population  that  would  fall  below  any  given 
cutoff  On  the  other  hand,  population  growth  might  partially 
or  totally  offset  the  effects  of  economic  growth  on  the  absolute 
number  of  people  with  incomes  below  any  given  level  Al- 
though the  numbers  of  participants  may  change  over  time, 
our  results  should  still  provide  a  reasonable  estimate  of  the 
effect  on  those  who  remain  participants.  No  attempt  was 
made  in  this  paper  to  simulate  the  aggregate  effects  of  nega- 
tive  income  tax  plans.  , 

Our  simulations  applied  to  a  population  of  families  that 
were  not  public  assistance  recipients.  The  work  effort  of  pub- 
lic assistance  recipients,  mainly  AFDC  mothers,  would  prob^ 
ably  also  be  affected  by  the  introduction  of  a  negative  income 
tax  plan.  But  it  is  unlikely  that  the  work  response  o   AFDC 
mothers  who  become  absorbed  into  a  new  plan  would  be  as 
great  as  the  response  of  workers  who  were  not  prevmusly 
welfare  recipients.  Programs  such  as  AFDC,  General  Assist- 
ance, and  various  inkind  programs  would  have  already  had 
their  effect  in  reducing  the  work  effort  of  recipients  _  1,5] 
Therefore,  existing  work  disincentives  would  ^ wholly  o 
partially  preserved,  and  perhaps  increased,  Spending  on  fte 
generosity  of  the  new  plan  and  the  manner  in  which  it  is  ad 
ministered.  If  the  new  plan  were  to  have a ta, c  rate -on  earn- 
ings significantly  less  than  the  67  percent  AFDC  rate  (such 
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as  Plan  3,  above),  then,  ceteris  paribus,  work  effort  would  be 
expected  to  improve.  If  the  basic  guarantee  level  were  higher 
under  the  new  than  under  the  old  plan,  then  work  effort 
would  be  further  reduced. 

Variation  in  program  administration  would  also  affect  work 
effort.  Under  locally  administered  AFDC  programs  the  effec- 
tive tax  rate  on  earnings  is  often  less  than  the  statutory  rate. 
If  a  67  percent  tax  rate  under  a  new  plan  were  to  be  enforced, 
the  effect  would  be  to  increase  the  effective  tax  rate  which 
would  result  in  a  reduction  in  work  effort.  Also,  under  AFDC 
there  may  be  administrative  pressures  on  recipients  to  work. 
If  a  new  plan  allowed  a  greater  degree  of  voluntary  labor- 
leisure  choice,  the  probable  effect  of  lessening  administrative 
pressure  would  be  to  further  reduce  labor  force  participation. 
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Question  1 :  How  mcmy  Americans  are  unemployed? 
July  1971 : 

Number  unemployed  (actual) 5  330  000 

Unemployment  rate  (seasonally  adjusted) J_~_V_V_"_V~5.  8  percent 

How  many  Americans  are  underemployed? 

Underemployment  is  an  extreme  form  of  the  underutilization  of 
workers.  In  theory,  any  worker  who  is  functioning  at  less  than  his  full 
productive  potential  could  be  regarded  as  underutilized.  We  can  dis- 
tinguish between  two  basic  kinds  of  underutilization  or  underemploy- 
ment. The  first,  which  is  readily  measurable,  relates  to  the  number  of 
workers  who  desire  full-time  work,  but  work  only  part-time.  In  July 
1971,  the  lastest  data  available,  there  were  3,033,000  Americans  in  this 
category.  They  were  on  shorter  hours  because  of  such  factors  as  slack 
work,  inability  to  find  a  full-time  job,  beginning  or  ending  a  job,  ma- 
terial shortages  and  repairs. 

The  second  type  of  underemployment  relates  to  persons  working 
below  their  educational  or  skill  level.  This  is  an  area  that  has  not  been 
precisely  quantified,  although  the  Bureau  of  Labor  Statistics  is  cur- 
rently engaged  m  a  pilot  study  in  Houston,  Texas,  to  establish  ways  of 
gauging  this  factor.  We  believe  that  some  proportion  of  the  approx- 
imately 1.3  million  "working  poor"  who  are  potential  recipients  under 
the  Opportunities  for  Families  program  would  meet  this  latter  defini- 
tion ot  underemployment.  The  Department  of  Labor  will  be  working 
with  these  people  to  upgrade  their  skills,  their  job  situations,  and  their 
career  opportunities  to  increase  the  extent  of  their  utilization. 

How  many  are  eligible  for  OFF  and  how  many  are  required  to 
participate  in  the  program?  How  many  would  voluntarily  agree  to 
participate?  *     y 

All  adults  who  are  eligible  for  welfare  reform  benefits  are  either 
required  to  register  in  the  OFF  program,  or  many  volunteer  to  reg- 
ister—with the  exception  of  the  aged,  ill,  and  disabled  who  are  pro- 
hibited from  doing  so  by  the  legislation. 

Our  current  estimate  is  that,  if  all  eligible  families  were  in  fact  to 
W^7  for  benefits  2.8  million  people  would  be  required  to  register  with 
OH*  in  the  first  year  (of  whom  U  million  would  be  working  poor), 
feince  the  entire  family  becomes  the  responsibilitv  of  the  Department 
•  ST%Jt.total  °f  aPProximately  13.5  million  individuals  would  be 
onn  r)L ■  I-  Pi*°^ram:  We  estimate,  in  addition,  that  approximately 
200,000  individuals  who  are  not  required  to  register  would  volunteer 
tor  training  and  job  opportunities  provided  through  the  OFF  pro- 

fl^nlV7'68671*  UveU  °f  trai™n9  and  education  of  those  eligible 
j  or  trie  Ob b  program. 

We  do  not  have  any  data  on  the  training  level  of  "eligibles".  How- 

SJrp  /n™°llowm?.  tab,le  shows  the  educational  distribution  of  the 
t  At1 /Ot  F  population,  by  sex  or  head : 


Percent  of  distribution 

Years  of  school  completed 

Male  head 

Female  head 

Less  than  8 

13  and  over.."^    

35 
16 
20 
19 
9 

24 
14 
32 
35 
5 
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How  many  of  these  individuals  are  eligible  for  existing  manpower 

Prw7^Zno  reasons  why  all  of  the  OFF  registrants  could  not  be 
eli^ble !  fo"    on! Tor   mo7e  of  the   currently   authorized   manpower 


programs. 


How  many  have  already  been  processed  through  other  programs? 
With  what  results?  \ 

We  have  no  way  of  knowing  this  information  about  the  new  wel- 
fare reform  population.  We  do  know  that  of  the  one  million  enrollees 
S^Ter^S^™  during  FY  'TO  some  30  percent  were  on ^some 
form  of  public  assistance.  By  program,  this  ranged  from  1Q0  pM* 
in  the  WIN  program  to  much  lower  figures  m  some  other  categorical 
nromma-partfcularlv  under  MDTA  authorizations  where  the  con- 
Srof  poverty  (a/d  thus  welfare)  status  is  not  so  operative  as 
with  EOA  funded  programs. 

Question  U:   What  percent   (estimated)    of  the  individuals  re- 
quired/'eligible  to  participate  in  OFF  are  minorities? 

*S  S^  h86 ^  bating  separate  OFF  and 
and  FAP  minority  percentages,  but  those  figures  have  not  yet 
been  determined.  , 

Option  2b  ■  What  measures  are  you  taking  now  to  insure  equal 
ovvTrtuntJ  (please  provide  the  Committee  with  annual  reports  m 
E^f^ceZTfoTDQL  Manpower  ^ograms  fogfi*  £$ 

agreements  handled,  etc.) 

Resp^e:  Attached  is  a  copy  of  the  Report  of  the .Office  of  Equal 
Employment  Opportunity  for  Nov.  1,  1967-Dec.  SUW 

The  117  compliance  reviews,  96  complaint  investigations,  9,W  com 
pi Jinls  receTvTdP and  46  negotiations  complete I  between  November^ 
iQftY  nnrl  "Her ember  31  1970  are  listed  on  a  State  by  htate  oasis  iu  uus 
tack  of  "he ^[  of 'the  Office  of  Equal  Employment  Opportunity. 

Staffing  in  that  office  and  in  the  regions  was  as  follows. 


Number  of  staff 

National  Regional 

Allocated  office  office 


Various  measures  are  being  taken  to  ^^^^^f^^onty 
One  of  these  is  to  insure  equal  employment  opportunity  tor  m^0™^ 
Jmr persons6  n  State  Employment  Security  Agencies  Over  the  past 
four  vears  the  employment  of  minority  group  persons  has  been  show- 
ing styeadrgains  foing  from  6,835  (11.8%)  minority  employment  m 
1967  to  11  062  (16.2%)  minority  employees  as  of  August  of  1970  In 
1967,  the  first  year  the  Department  conducted  a  survey,  6.5  percent  of 
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i  n?nmi^riiy  employees  were  in  managerial-supervisory  positions.  By 
1970,  this  figure  has  risen  to  8.2  percent.  Another  10.6  percent  were  in 
professional  and  technical  positions  in  1970,  up  from  9.3  in  1967. 

The  States  now  have  approximately  3,500  disadvantaged,  mostly 
minority,  individuals  employed  as  aides  and  coaches.  These  workers 
are  being  provided  training  to  enable  them  to  move  up  the  career  lad- 
der. The  States  now  have  funds  for  a  New  Careers  in  Employment  Se- 
curity program  which  will  enable  the  entry  level  training  of  1  000  dis- 
advantaged individuals  and  the  upgrading  of  2,000  persons  already 

The  following  policy  has  been  issued  to  State  agencies : 
It  is  the  policy  of  the  Manpower  Administration  that  the  State 
-Employment  Security  Agencies  should  employ  such  numbers  of  work- 
ers from  minority  groups  as  will  assure  that  all  agencies  and  offices 
can  operate  effectively  in  responding  to  the  manpower  and  emplov- 
ment  needs  of  the  community  being  served." 

^  Jo  implement  this  policy,  State  agencies  were  asked  to  develop 
detailed  plans  of  action  for  making  improvements  in  minority 
staffing  for  both  new  hires  and  the  upgrade  of  existing  minority 
staff.  A  major  requirement  in  the  development  of  these  plans  was 
the  establishment  of  minority  staffing  goals  which  the  States  ex- 
pected to  attain  during  FY  1971  and  FY  1972. 

i  A1i!  SlrteS  have  now  submitted  plans  which  have  been  approved 
by  the  Manpower  Administration.  At  this  time,  we  are  now  re- 
ceiving status  reports  from  the  States  and  of  the  26  States  that 
have  reported  the  majority  have  shown  substantial  increases  in 
minority  staffing  since  they  began  implementing  their  minoritv 
staffing  plans.  J 

A  recent  innovation  in  ES  operations  is  the  Job  Bank,  —a  method 
of  computerized  job  placement.  As  of  August  6  there  were  92  Job 
Banks  in  operation  in  40  States.  By  June  of  1972,  it  is  anticipated 
S  i  be  ?tate-wlde  Job  Bank  systems  in  all  50  States  and  all 
2200  local  employment  service  offices  will  be  served  by  a  Job  Bank  One 
side  benefit  of  this  system  is  that  it  assures  that  all  job  orders  are  avail- 
able to  all  applicants. 

ES  testing  practices  are  in  accord  with  Section  703  (h)  of  the  Civil 
Kights  Act.  The  USTES  Nonreading  Aptitude  Test  Battery  (NATB) 
was  developed  for  ES  use  in  measuring  the  aptitudes  of  individuals 
who  cannot  take  written  tests  because  they  lack  sufficient  literacy  skills 
It  is  being  introduced  for  operational  use  in  the  Manpower  delivery 
system  Training  of  about  4,000  local  office  test  administrators  and 
counselors  will  be  completed  by  the  end  of  the  calendar  year.  Work 
has  started  on  the  development  of  a  Mexican-Spanish  edition  of  the 
LrAlB  and  an  alternate  form  of  the  Puerto  Rican-Spanish  GATB 

State  Agencies  are  required  to  display  the  poster  "Federal  Law 
Prohibits  Discrimination  by  State  Employment  Service  Offices".  This 
English        m  Southwest  SPanish  and  East  Coast  Spanish  as  well  as 

2  (b)  A  project  monitoring  handbook  has  recently  been  prepared  and 
will  be  issued  to  the  field  in  August.  It  has  an  extensive  section  on 
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equal  employment  opportunity.  This  handbook  is  intended  to  be  the 
definitive  guide   for  the   Government  Authorized  Representatives 
(GAR)  use  in  monitoring  manpower  projects.  The  handbook  calls  tor 
determining  whether  the  contractor  is  an  equal  opportunity  employer 
or  movino-  in  that  direction,  whether  EEO  posters  and  other  required 
informational  materials  have  been  posted  or  distributed,  whether  rec- 
ords on  project  staff  and  their  work  assignments  indicate  any  evidence 
of  discriminatory  practices,  whether  project  enrollment  reflects  the 
population  of  the  target  area  and  whether  the  racial  and  ethnic  origins 
of  the  project  staff  reflect  that  of  the  project  participants  Visits  to 
worksites,  classrooms  and  counseling  sessions  are  to  be »  conducted  to 
assure  compliance  with  EEO  policies  and  project  staff  and  partici- 
pants  a?e  toPbe  interviewed  to  determine  if  they  are  being  afforded  their 
rfihts  and  privileges  under  the  laws  and  regulations  concerning  civil 
rilhte   OtheV  interviews  are  to  be  conducted  to  assure  that  the  con- 
tractor is  aware  of  his  responsibilities  concerning  civil  rights. 

ES  SERVICES  TO  OTHER  THAN  WHITE 


[In  thousands] 


Fiscal  year  1969  Fiscal  year  1970 

Pe7c~ent  ■  Percent 

Number  of  total  Number  of  total 


2  207  1  22  2,304.8  23 

New  applications --  '3740  32  371.6  34 

Initial  counseling --- 1197'7  34  1,664.6  36 

Nonfarm  placements - __ ' 

Of  aDolicants  on  Employment  Service  rolls  during  FY  1971  a  little 
over oneSwere  NegS).  These  Negro  applicants  represented  nearly  a 
tTrdol  those  counseled,  nearly  two-fifths  of  *™«^™££ 
tvoe  of  training  for  jobs,  and  over  one  quarter  of  those  actually  placed 
iH  job    Similar  special  service  was  provided  for  other  minority 

grNoPtSall  minority  applicants  need  employability  development  serv- 
ices but  many  do.  More  than  one-fifth  of  recent  applicants  were  idem 
fied  as  needing  special  employability  development ;  j»™*^^ 
registered  with  the  Employment  Service.  Nearly  ^^^P^ 
sons  counseled  or  enrolled  in  training  were  from  this  gr oup.  Ot  all 
individuals  placed,  more  than  one  quarter  had  originally  been  iden- 
tified as  needing  special  help  in  getting  a  job.  through 
Based  on  reports  from  45  States  ES  Agencies,  July  1970  tnrougn 

May  1971 : 

"^TT     I         Dqp  Per-  Per-     Enrolled  in         Per- 

APaffiable       Srt     Counseled        clnt  Placed        cent         training         cent 

Total  10,042,215      100.0         903,165      100.0      1.338,614      100.0         245,194        100.0 

.ri^^Tl^'^m^f     345.378        25.8  93  326         38.1 

Kcanlndian:::.- -  74  781  7  10.272  1.1  g.934  1. ^ 

SEPmapniSdhevSeU,onpame """    2 .  S,  111        &i         ™™       *»         353'262       26"5         222'?"     _^1 


538 

MINORITY  GROUP  PARTICIPATION  IN  MANPOWER  PROGRAMS 

Fiscal  year  1969 Fiscal  year  1970  Fiscal  year  1971 

Negro     surname      Other     Negro     summS      Other     Negro     wmS       Other 

Percent  of  population ijj  15  ,4 

ojt:;:;;::;;;;::::::::::::::""1:J 'ft ff"M ?! «."f"»»i hit   vo 

nyc I....:;;;;:;;""""  ()     3-5    30-3      8-3     3-°  327-s     «il6     35.I 

In  school  and  summer..!". ib'h /; 

Outof  school «-  n <2j  (9  (2) 

Operation  Mainstream." 20"8 7»""ii"7"      52e ii"*—  -,-*-«-    JIM        439S        45.8 

cNEePwCa^ -"::::  |J       8    "«    |S      12-2    138  JftJ     !£?    «»" 

JOBSaederaiiy-nninced)::;;;;     g  gj         £j       g]  gj       "fj    >gl        '19.7         n.s 

mW"::::: 40-°     180    4-°    ^.7     199     5.4  339:?    ,15j    ,£| 

60.8  (J)       13.3  (J)  (2)  (j) 

•  Census  Bureau  report  on  1960-70  decade  " 

2  Not  available. 

3  Cumulative  through  Mar.  31, 1971 

4  Cumulative  through  Dec.  31, 1970.' 

5  Current  enrollment  in  active  contracts  as  of  Mar.  31, 1971. 

mSm^T  2C:  How/°  K0U  Plan  t0  ***"'  y°ur  EE0  enforcement 
program  to  accommodate  the  new  responsibilities  ? 

Response:  Since  it  is  anticipated  that  a  substantial  proportion  of 
U*  P  recipients  will  be  minority  group  members,  EEO  activities  will 
ol  necessity  be  an  integral  and  strong  part  of  the  new  program.  The 
current  thrust  toward  equal  treatment  of  minority  clients  will  be  con- 
tinued. In  addition,  emphasis  on  minority  staffing  will  be  stressed  to 
all  deliverers  of  services  under  OFP.  It  should  be  noted  that  steps  are 
now  being  taken  within  the  Welfare  Eeform  Planning  Staff  to  assure 
substantial  minority  representation  among  its  employees,  and  this  is 
indicative  of  the  commitment  to  continue  such  efforts  throughout  the 
implementation  of  the  new  program. 
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PREFACE 


Despite  the  gains  minority  groups  have  made  in  the  past  20  years, 
ttevstiU  remain  behind  America's  white  majority  in  the  race  for 
faualityin  employment  and  job  status.    Discrimination  still  exists 
SS^lSioe^  Mexican  Americans;  Indians,  and  others -deluding 
S.   ItLaybe  in  the  form  of  refusal  to  hire,  paying  smaller 
salaries;  or  failing  to  promote. 

Durina  the  sixties  a  great  variety  of  Federal  legislation  was  passed 
to^etife  social  illof  discrimination.    One  of  the  most  notable  pieces 
«f  Elation  is  tiie  Civil  Rights  Act  of  1964,  which  seeks,  among  other 
SfS *SS£ate  <£SS2atory  practices  in  federally  assisted  programs 
S5  on  race    color,  or  national  origin.    Other  legislation    such  as  the 
Age  DScr^mation  in  Employment  Act,  and  certain  regulations  aim  at 
preventing  discrimination  based  on  age  or  sex. 

The  Office  of  Equal  Employment  Opportunity,  in  the  Department  of 
Labor «b  Manpower  Administration,  is  responsible  for  the  coordination 
ofdeP^taS  activities  under  these  various  laws  and  regulations. 
WoS^h  other  components  of  the  Department  oi  Labor  «£  ^ 
S  Equal  Employment  Opportunity  Offices,  it  provides  leadership 
fn  Promoting  equal  opportunity  through  voluntary  compliance  and 
affirmative  action. 

This  is  a  report  of  program  activities  for  1970,  prepared  under  the 
Section  of  Arthur  A.  Chapin,  Director  of  the  O^ce  of  Equa^Employ- 
ment  Opportunity     Significant  contributions  were  made  by  Regional 
MatZE SuA  State  Employment  Service  Directors,  and 
staffof  the  U  S    Training  and  Employment  Service.     Nelson  S.  Burke, 
Defutv -Director  of  the  OEEO,  and  Alfred  E.  Simons,  formerly  of  toat 
officef  jittered  much  of  the  data  and  prepared  the  major  portion  of 
the  report. 
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INTRCDUCTICN  : 

The  Office  of  Equal  Employment  Opportunity  has  undergone  several 
organizational  changes  within  the  past  few  years.    The  most  recent 
change,  on  July  1,   1970,  was  to  decentralize  many  of  its  activities 
and  transfer  more  responsibility  to  the  10  regional  offices  and  the 
District  of  Columbia.    The  EEO  unit  in  each  region  now  works  directly 
under  the  Regional  Manpower  Administrator,  who  is  responsible  for 
such  major  functions  as  compliance  reviews,  complaint  investigations, 
negotiations  for  corrective  actions,  promoting  voluntary  compliance 
through  affirmative  action  with  State  agencies  and  other  sponsors,  and 
maintaining  liaison  with  other  governmental  agencies. 

Functions  remaining  in  the  national  office  include  developing  policy, 
drawing  up  procedural  guidelines,  providing  technical  assistance, 
training  staff,  and  monitoring  regional  activities. 

Under  decentralization,  the  mission  of  the  OEEO  is  to  develop  and 
support  a  program  for  carrying  out  the  Department's  responsibilities 
under  Title  VI  of  the  Civil  Rights  Act  of  1964,  the  Age  Discrimination 
in  Employment  Act  of  1967,  as  it  affects  manpower  programs  and  for 
implementing  the  Department's  policies  and  regulations  concerned  with 
the  elimination  of  discriminatory  practices.    Its  specific  functions  are  to: 

1.  Develop  and  recommend  Department  policies,  goals,  objectives, 
regulations,  procedures,  and  guidelines  and  promote  leadership  for  a 
unified  and  integrated  program  for  equal  employment  opportunity. 

2.  Inform  the  Department's  national  and  regional  staff,  State 
agencies,  sponsors,  and  other  recipients  of  departmental  assistance 
of  their  responsibilities  in  the  equal  opportunity  program. 

3.  Develop  and  administer  an  effective  system  for  receiving  and 
investigating  complaints  of  discrimination  and  for  conducting  preaward 
and  compliance  reviews. 

4.  Maintain  liaison  and  coordinate  with  the  Office  of  Federal 
Contract  Compliance,  the  Equal  Employment  Opportunity  Commission, 
and  other  government  agencies  and  private  organizations  concerned  with 
equal  opportunity. 
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5     Monitor  the  equal  opportunity  activities  of  the  Manpower    . 
Administration  by  field  visits  and  review  and  analyze  management  data 
and  operating  reports. 

The  regional  EEO  staff  has  a  mission  to  implement,  within  the  jurisdiction 
of  the  region,  an  equal  employment  opportunity  program  to  fulfill  Title  VI 
of  the  Civil  Rights  Act  of  1964,  the  Age  Discrimination  in  Employment 
Act  of  1967    and  the  Manpower  Administration  policies  and  regulations 
concerned  with  the  elimination  of  discriminatory  employment  practices. 
Its  functions  are  to: 

1  Assist  the  Office  of  Equal  Employment  Opportunity  in  the 
development  of  policies,  goals,  objectives,  regulations    procedures    and 
guidelines  for  a  unified  and  integrated  program  for  equal  employment 
opportunity  and  act  on  the  behalf  of  the  Regional  Manpower  Administrator 
to  implement  these  policies. 

2  Promote  equal  employment  opportunity  in  coordination  with  the 
OEEO  in  order  to  obtain  voluntary  compliance  and  affirmative  action. 

3  Implement  a  system  for  receiving  and  investigating  complaints 
of  discrimination  in  employment  and  for  conducting  preaward  and    . 
compliance  reviews. 

4  Keep  the  RMA  appraised  of  equal  employment  opportunity 
activities  of  the  region  and  review  and  analyze  management  data  and 
operating  reports . 

5  Provide  training  and  information  to  regional  staff,  sponsors, 
and  State  agencies  concerning  their  responsibilities  in  the  equal 
employment  opportunity  program. 

6  Establish  and  maintain  liaison  with  other  regional  office 
components,  local  government  agencies,  and  private  organizations 
concerned  with  equal  employment  opportunity. 
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PROGRESS  AND  PROBLEMS 

Through  its  reviews  and  investigations  and  the  resulting  negotiations 
and  conciliations,  the  Office  of  Equal  Employment  Opportunity  and 
the  regional  EEO  staff  have  brought  about  changes  in  overt  behavior       • 
and,  m  some  instances,  changes  in  attitudes.    Many  persons  in 
manpower  programs  have  been  made  aware  of  discriminatory  practices 
which  unconsciously  stem  from  either  custom  or  deep-seated  prejudices 
Through  routine  compliance  reviews,  many  individuals  in  minority  groups 
have  been  helped  to  gain  employment  or  entrance  into  manpower  programs 
Contacts  between  the  personnel  of  the  CEEO  and  participants  in  manpower  ' 
programs  throughout  the  Nation  have  led  to  discernible  inroads  into  the 
problem  of  unequal  opportunity. 

Yet  chronic  disparities  continue  to  exist  in  opportunities  for  whites  and 
those  for  minorities.    For  example,  the  unemployment  rate  in  1970  for 
black  workers  was  8.2  percent;  for  white  workers,  it  was  4  5  percent 
The  unemployment  rate  for  black  youth-ages  16  to  19--was*29. 1  percent: 
for  white  youth,  13.5  percent.  ' 

While  the  sphere  of  responsibility  of  the  Manpower  Administration  does 
not  cover  the  entire  field  of  employment,  its  efforts  can  eventually 
help  to  alleviate  this  imbalance  by  assuring  equality  of  opportunity  in 
federally  funded  manpower  programs  and  in  the  operations  of  the  State 
employment  service  system.    Some  progress  has  been  realized,  and 
there  have  been  some  outstanding  successes.    However,  much  remains 
to  be  done  because  of  the  difficulty  in  changing  the  attitude  of  many 
Americans  who  directly  control  the  employment  destinies  of  minoritv 
people.  J 
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.  ACCOMPLISHMENTS 


When  weighed  against  the  formidable  task  the  OEEC  has  been  given,  the 
accomplishments  have  been  significant.    In  many  localities  where  3  years 
ago  there  was  massive  resistance  and  hostility  on  the  part  of  State  and 
local  officials— both  with  the  State  employment  service  and  in  manpower 
programs— there  is  cooperation  and  an  honest  effort  to  bring  about 
compliance. 

1,    Joint  Investigations  with  States 

The  CEEO  has  been  trying  to  develop  means  by  which  it  could  secure 
greater  voluntary  compliance  with  Title  VI  of  the  Civil  Rights  Act,  which 
prohibits  discrimination  in  federally  assisted  programs— not  only  by  _ 
compliance  with  the  letter  of  the  law  but  through  dedication  to  its  spirit 
as  well     The  most  successful  method  prior  to  decentralization  was 
conducting  compliance  reviews  in  conjunction  with  the  State.    With  the 
move  to  decentralization,  this  method  has  set  a  pattern  for  smooth 
transition  in  conducting  investigations  at  the  local  level.    The  procedure 
was  to  inform  the  State  officials  of  anticipated  reviews  and  to  request 
that  they  supply  representatives  of  authority  to  work  with  the  compliance 
officers     The  results  were  exceptionally  good.    In  all  of  the  States  where 
violations  or  irregularities  were  found,  onsite  corrections  were  usually 
made.    The  States  were  more  inclined  to  accept  the  findings  oi  these 
joint  investigations  and  to  initiate  statewide  changes. 

—After  a  compliance  review  was  made  in  one  State  where  previous 
efforts  had  not  been  very  successful,  the  State  administrator  expressed 
his  willingness  to  comply  with  the  recommendations.    He  wanted  to 
have  the  findings  of  these  reviews  presented  and  explained  to  his  central 
office  and  field  supervisors  to  train  them  to  identify  discriminatory 
practices  and  maintain  proper  surveillance  over  the  civil  rights  aspect 
of  program  operations. 

—A  letter  sent  to  the  OEEO  Director  from  one  of  the  States  assured 
compliance  activity: 

"This  is  to  reinforce  the  position  the  State  Employ- 
ment Service  is  taking  toward  job  discrimination. 
Employees  are  constantly  reminded  that  it  is  their 
responsibility  to  serve  the  public  without  regard  to 
personal  feelings.    Should  any  complaint  be  lodged 
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against  an  interviewer,  we  examine  the  complaint 
and  our  interviewers  are  reminded  of  the  unlawful 
pre-employment  inquiries  set  by  the  Civil  Rights 
Commission.    Employer  job  orders  are  refused 
when  they  are  discriminatory.    I  might  also  add  that 
I  am  personally  checking  with  different  groups  in  the 
community  to  find  any  problems  relating  to  discrimi- 
nation in  employment. " 

--Following  a  joint    State. -national  office  review  throughout  one  State, 
the  State  administrator  sent  a  copy  of  Guide  for  Compliance  with  Civil* 
Rights  Laws  and  Policies  to  his  section  heads,  unit  heads,  district 
supervisors,  and  area  office  managers.    A  copy  of  this  guide  was  sent 
to  the  OEEO  Director.    Its  contents  make  it  clear,  that  this  adminis- 
trator means  to  bring  his  State  employment  service  into  full  compliance. 

These  communications  are  typical  of  those  received  from  a  growing 
number  of  States  showing  what  they  are  doing  voluntarily  to  promote 
civil  rights  and  equal  opportunity. 

In  addition  to  joint  reviews,  the  personnel  of  States  and  regions  have 
been  making  investigations  of  complaints  and  giving  assistance  to 
individual  citizens  who  had  difficulty  in  finding  employment  or  in 
obtaining  unemployment  insurance  benefits.    This  proved  to  be  another 
very  successful  technique  in  resolving  problems— and  at  a  lower  cost 
to  the  Government. 

States  began  to  look  into  their  civil  rights  practices  on  their  own  as 
a  result  of  participating  in  compliance  reviews  with  the  national 
office,  often  using  some  of  the  techniques  used  by  national  office 
compliance  officers. 

2.    Negotiations 

Prior  to  decentralization,  negotiations  were  held  with  States  to  find 
solutions  to  problems  uncovered  during  complaint  investigations  or 
compliance  reviews.    This  function  has  now  been  decentralized  to  the 
regions.     Through  negotiations,  States  promised  to  make  numerous 
corrections.    In  one  State,  which  had  been  recalcitrant  for  the  past 
3  years,  an  agreement  was  reached  between  its  Employment  Commission 
and  the  United  States  acting  through  the  Attorney  General  and  the 
Secretary  of  Labor.    This  agreement  included  the  following  items: 
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a     Each  local  office  must  assign  occupational  classifications     • 
to  applicants  without  discrimination  on  the  basis  of  race,  color,  or 
national  origin. 

b     Each  local  office  must  select  and  refer  applicants  for  em- 
ployment without  regard  for  race,  color,  or  national  origin. 

c     All  applicants  registered  in  the  central  city  offices  and  in 
the  peripheral  offices  will  receive  equal  exposure  to  incoming  job  orders. 

d     The  Commission  will  insure  that  local  ES  offices  follow  the 
instructions  and  procedures  set  forth  in  the  Employment  Security 
Manual. 

e     The  Commission  will  require  the  Apprenticeship  Information 
Center 'and  each  local  office  servicing  apprenticeship  programs  to 
select  and  refer  applicants  to  apprenticeship  programs  on  a  non- 
discriminatory basis . 

f     No  entry  will  be  made  on  the  application  form  relating  to 
personal  traits  of  the  applicant.    In  addition,  any  such  entries  on 
all  active  or  reactivated  applications  must  be  obliterated. 

g     Each  local  office  must  initiate  and  implement  programs  for 
effective  communication  with  minority  group  communities  in  order  to 
disseminate  information  regarding  job  openings  and  training  and 
apprenticeship  programs. 

h     The  Commission  will  conduct  training  sessions  as  necessary 
to  acquaint  all  district  and  local  office  personnel  with  their  responsibilities. 

i     The  Commission,  in  conjunction  with  the  U.S.  Training  and 
Employment  Service,  will  develop  and  put  into  effect  any  additional 
practices  and  procedures  relating  to  counseling  and  testing  that  may 
be  necessary  to  give  the  fullest  possible  service  to  minority  group 
applicants. 

j     The  Commission  will  follow  up  to  determine  whether  the  local 
offices' have  complied  with  the  requirements  of  the  agreement. 

Similar,  though  not  as  extensive,  agreements  were  negotiated  in  many 
other  States  (see  appendix,  p.  30). 
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3.    Merit  Staffing  in  Es  Agencies 

One  of  the  crucial  juncture  points  to  achieve  equal  opportunities 
in  the  delivery  system  for  the  various  manpower  programs  is  the 
State  Employment  Security  Agency. 
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The  lack  of  representative  numbers  of  minority  people  on  State 
employment  security  agency  staffs  has  long  been  a  serious  pro- 
blem in  assuring  equal  employment  opportunity  in  Manpower 
Administration  programs.    This  lack  has  pervaded  all  categories 
of  positions,  except  custodial,  but  has  been  extremely  severe  in 
the  executive- managerial  category,  where  policy  is  made  and  the 
authority  for  implementing  equal  employment  opportunity  rests. 
The  representation  of  minority  employees  in  the  professional- 
technical  and  clerical  categories  is  only  slightly  better. 

Without  adequate  minority  representation,  the  agencies  are  de- 
prived of  personnel  who  are  really  sensitive  to  the  nature  of  equal 
employment  opportunity.    They  are  also  denied  credibility  as  pro- 
ponents and  practitioners  of  equal  employment  opportunity. 

State  agencies  generally  attribute  their  failure  to  employ  more 
minority  people  to  their  State  merit  systems.    There  is  substantial  •' 
evidence  that  State  merit  systems  often  impede,  and  in  some  cases 
virtually  exclude,  minority  people  despite  the  fact  that  such  systems 
are  operated  under  Federal  standards  for  a  merit  system  of  personnel 
administration. 

The  Manpower  Administration  and  the  Office  of  Equal  Employment 
Opportunity  have  worked  with  State  agencies  and  with  the  Office  of 
State  Merit  Systems,  of  the  Department  of  Health,  Education,  and 
Welfare    which  administers  Federal  standards  for  State  merit 
systems,  to  improve  employment  opportunities  for  minority  workers 
at  all  levels  in  State  agencies. 

During  1970  the  Office  of  Equal  Employment  Opportunity  became 
increasingly  concerned  with  the  lack  of  minorities  on  Employment- 
Security  offices  staffs.    It  discovered  that  State  testing  procedures 
are  often  archaic,  preventing  minorities  from  entering  State  service, 
with  the  test  itself  having  little  connection  with  subsequent  per- 
formance requirements.    Recruitment  methods  are  often  inadequate 
to  reach  minority  schools  and  minority  communities. 

Often  State  employment  security  officials  desire  to  reform  State 
merit  staffing  procedures.    As  a  result  of  a  national  office  equal 
opportunity  evaluation  of  the  Nevada  State  Employment  Security 
Department,  the  Nevada  State  Personnel  Division  created  a  study 
group  to  explore  minority  staffing  on  a  statewide  basis.    An  indepth 
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review  is  to  be  made  into  minimum  qualifications,  testing  procedures 
and  the  selection  process  now  in  use.    There  will  also  be  a  proposal    ' 
in  Nevada  for  a  new  classification  to  enforce  Federal  guidelines  for 
the  "coach"  position  used  in  the  Concentrated  Employment  Program. 
These  plans  of  action  enable  State  ES  agencies  to  meet  goals  for 
increased  minority  staffing  in  such  areas  as  job  restructuring,  staff   ' 
replacement  planning,  and  recruitment. 

The  OEEO  recognized  in  the  expansion  of  manpower  programs  an 
opportunity  for  utilizing  minority  people  in  subprofessional  jobs. 
Accordingly,  the  office  worked  with  the  Manpower  Administration, 
State  agencies,  and  contractors  to  stimulate  the  recruitment,  training, 
and  hiring  of  such  people  for  this  kind  of  work.    Much  of  the  numerical 
increase  that  has  been  achieved  lately  in  minority  employment  on  agency 
staff  has  been  due  to  the  hiring  of  such  persons  for  auxiliary  and  aide 
positions.    On  the  other  hand,  increases  of  minority  employees  in 
management,  professional,  and  clerical  categories  have  not  been  suffi- 
cient to  assure  permanent  improvement. 

Continued  efforts  culminated  in  the  issuance  on  March  25,  1970    of 
a  Manpower  Administration  policy  statement  "that  the  State  employ- 
ment security  agencies  should  employ  such  numbers  of  workers  from    - 
minority  groups  as  will  assure  that  all  agencies  and  offices  can  operate 
effectively  in  responding  to  the  manpower  and  employment  needs  of  the 
community  being  served. " 

To  implement  this  policy,  State  agencies  were  required  to  develop 
plans  for  improving  minority  staffing  and  upgrading  in  each  local 
employment  service  and  unemployment  insurance  office  and  to  for- 
mulate a  State  plan  for  making  necessary  changes  in  policies  and 
practices,  for  cooperating  with  the  merit  system  agency  to  see  that 
its  policies  and  practices  insure  full  equality  of  opportunity,  and  for 
dealing  with  anticipated  problems.    The  State  plans  are  required  to 
be  incorporated  in  the  State  Agency  Plans  of  Service  upon  approval 
by  the  national  office.    Specific  procedures  for  developing  the  State 
plans  and  for  incorporating  them  into  the  Plans  of  Service  were 
furnished  by  the  national  office. 

The  new  policy  and  the  improvement  plans  for  its  implementation 
constitute  a  foundation  upon  which  the  Manpower  Administration  and 
the  State  agencies  can  support  their  activities  for  improving  minority 
employment,  but  the  goals  and  objectives  of  the  new  policy  must  be 
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assiduously  pursued.    The  responsibility  rests  heavily  upon  the 
Manpower  Administration  to  maintain  continuous  surveillance  over 
State  implementation  to  see  that  it  is  performed  aggressively  and 
to  provide  guidance  and  technical  assistance  when  needed.    In  the 
Manpower  Administration's  operations,  this  responsibility  will  fall 
larqely  upon  the  regional  offices.    The  OEEO  provides  support  and 
strength  to  regional  office  activity  in  working  with  State  agencies 
to  make  the  policy  viable  and  the  attainment  of  its  goals  a  reality. 

4.    Other  Accomplishments 

Subsequent  to  decentralization  in  July  1970    the  national  office  con- 
ducted training  sessions  for  the  entire  professional  staff  in  six 
regions  regarding  their  new  responsibilities. 

Training  sessions  were  also  conducted  for  the  RMA's,  and  in  New 
York  City  for  Regional  Equal  Employment  Opportunity  Program 
Specialists,  State  Administrators,  and  Minority  Group  Representa- 
tives. 

A  reporting  system  was  developed  and  field  tested    and  a  manual, 
Directions  for  Reporting,  was  distributed  to  all  RMA's  and 
ReqjonaTEEO  staff  to  enable  the  national  OEEO  to  obtain  a  complete 
picture  of  EEO  activities  on  a  regional  basis. 

Techniques  for  investigating  each  of  the  manpower  P^m3  were 
developed,  and  appropriate  materials  were  distributed  to  all  RMA  s 
and  Regional  EEO  staff. 

Considerable  staff  time  was  spent  for. an  investigation  of  the 
Mississippi  Delta  CEP  and  for  onsite  compliance  reviews  of  Eb 
S  to  Aneau  and  Anchorage,  Alaska,  where  special  problems  of 
discrimination  exist. 

Review  and  evaluations  wer.e  made  of  all  regional  reports  of  EEO 
aSes    and  the  Office  participated  in  the  evaluation  of  State  plans 
for  improving  minority  employment  in  ES  agencies     Technical 
afsSce  and  program  guidance  has  been  provided  on  a  continuing 
basis  to  all  regions. 
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During  1970,  the  equal  opportunity  units  engaged  in  various  acti- 
vities to  assist  minorities.    They  included:   (1)  Soliciting  research 
proposals  from  predominantly  black  colleges    which  helped  to 
increase  governmental  financial  assistance  to  hard-pressed  minority 
institutions,  and  (2)  conducting  compliance  reviews  in  areas  where 
Spanish  American  and  Indian  needs  were  greatest    particularly  in 
the  Southwest,  in  order  to  increase  the  awareness  of  ES  agencies 
of  the  unique  needs  of  these  minority  groups. 

COMPLIANCE  REVIEWS 

From  November  1967  to  December  1970,  *  the  Office  of  Equal 
Employment  Opportunity  conducted  117  full  compliance  reviews  in 
29  States.    In  five  States,  the  reviews  were  made  jointly  with  State 
officials.    Through  these  joint  investigations,  many  obvious  viola- 
tions found  in  local  offices  were  corrected  at  once.    The  OEEO 
worked  closely  with  States  to  provide  the  technical'  assistance  to 
insure  a  program  of  continued  compliance. 

No  compliance  review  can  be  complete  without  an  examination  of 
the  community  as  well  as  the  agency  being  evaluated.  Community 
groups  or  agencies  are  contacted  in  order  to  determine  community 
patterns  and  practices  and  the  community's  relationships  with  and 
attitudes  toward  the  employment  service. 

Progress 

Civil  Rights  Act  Title  VI  violations  which  were  generally  common 
unemployment  service  offices  when  the  OEEO  began  making  com- 
pliance reviews  but  which  now  have  been  almost  completely  eli- 
minated are  as  follows: 


*  This,  report  generally  covers  calendar  year  1970.    However    figures 
here  and  in  the  appendix  are  for  the  period  from  November  1967  ' 
through  December  1970  since  the  last  report  of  the  OEEO  included 
statistics  through  October  1967. 
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1     Segregated  facilities.  Segregated  facilities  such  as  seating  areas, 
restrooms    lines  for  unemployment  compensation,  or  drinking  foun- 
tains are  no  longer  found.    The  only  segregated  facilities  still  existing 
are  in  a  few  small  southern  communities  where  the  itinerant  station 
is  sometimes  in  a  courthouse  or  other  building  that  still  has  segre- 
gated restrooms.    Recommendations  have  gone  to  the  State  agencies 
that  these,  too,  should  be  eliminated. 

2  Posters  not  prominently  displayed.    Nearly  100  percent  of  the 
offices  now  have  the  equal  employment  opportunity  posters  displayed 
where  all  can  see  them.    Prior  to  the  compliance  reviews  many 
offices  put  them  in  inconspicuous  places  or  did  not  display  them  at 
all. 

3  ft^optarms  of  discriminatory  Job  orders.    During  the  past  year 
there  has  been  a  significant  and  continuing  decrease  in  the  number 

of  discriminatory  job  orders  accepted  in  employment  service  offices. 


In  a  few  cases  where  persons  were  discovered  accepting  and  servicing 
discriminatory  job  orders,  corrections  or  promises  of  corrections 
were  Se  o/the  spot.    More  order  takers  and  office  managers  are 
becoming  familiar  with  the  provisions  of  the  revised  Employment, 
SecuX  Manual,  which  spells  out  in  detail  how  to  handle  discriminatory 


job  orders. 

Manv  of  these  job  orders  called  for  a  minority  group  person.    Some_ 
Employers  specifically  said  they  wanted  to  hire  a  Negro  tc ^  their 
staff  mto  racial  balance.    Order  takers  who  took  these  orders  and 
serviced  them  and  managers  who  approved  of  this  action  did  not  con- 
sider them  to  be  discriminatory.    In  more  than  one  office    order  takers 
were  X  the  managers  that  if  the  order  specified  a  whie  applicant, 
5  would  be  considered  discriminatory,  but  if  the  order  called  for  a 
Negro    it  could  be  serviced.    Where  this  was  discovered,  *e  regulations 
which  tell  how  to  handle  orders  for  minority  group  referrals  were 
pomTed  out  to  the  office  manager.    In  every  case,  the  manager  agreed 
to  comply. 
Areas  in  which  substantial  improvements  have  been  made  include: 

1     Inappropriate  remarks  such  as  "fat",  "beady  eyes"    or  " 'peculiar 
odor  on'breath.  -    These  comments  had  nothing  to  do  with ^erfcer  the 
job  specifications  or  the  applicant's  qualifications.    In  the  States  in 
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which  compliance  reviews  were  made  and  these  kinds  of  remarks  were 
found,  they  have  for  the  most  part  disappeared  from  application  cards. 

2.    Discourteous  treatment  of  minority  group  applicants.     There  has 
an  improvement  in  the  treatment  of  minorities,  especially  Negroes    in 
many  of  the  employment  service  offices  as  a  result  of  compliance   ' 
•reviews  and  complaint  investigations.    Traditionally    especially  in  but 
not  confined  to  the  South,  Negroes  have  been  called  by  their  first  name " 
or  "boy",  "girl",  or  "hey,  you".    In  some  offices,  Negro  and  white 
applicants  were  called  by  their  first  names.    In  these  offices    the  point 
was  made  that  while  this  did  not  represent  a  difference  in  treatment  betweei 
whites  and  Negroes,  Negroes  have  always  resented  not  being  called  Mr 
Miss,  or  Mrs. ,  and  they  consider  being  called  by  their  first  names  or  ' ' 
"boy"  by  a  white  person  who  does  not  know  them  personally  a  deliberate 
sign  of  disrespect.    Further,  it  was  pointed  out  that  it  would  be  a  matter 
of  courtesy  to  address  every  applicant,  regardless  of  race  or  color    by 
his  or  her  proper  title  and  surname.    This  matter  has  been  discussed  at 
the  local  and  State  level,  and  there  has  been  considerable  improvement. 

Other  incidents  of  discourteous  treatment  of  minorities  were: 

Making  a  minority  member  wait  an  unreasonable  length  of  time    serving    - 
first  a  white  applicant  who  had  come  into  the  office  after  the  minority 
applicant,  and  looking  at  a  minority  applicant  with  contempt  or  speak- 
ing "down"  to  him. 

In  one  case,  a  Latin  American  applicant  was  told  by  a  placement  inter- 
viewer that  he  was  only  a  stock  clerk  and  that  was  the  only  job  he  would 
be  referred  to,  even  though  he  asked  to  be  referred  to  other  job  oppor- 
tunities in  order  to  put  his  education  and  training  to  optimum  use. 

Complaints  such  as  these  are  decreasing  and  are  seldom  received  about 
an  office  recently  subject  to  a  compliance  review. 

Problems 

There  is  growing  awareness  of  equal  employment  opportunity  responsi- 
bilities and  an  increasing  concern  on  the  part  of  State  and  local  admini- 
strators that  manpower  programs  be  brouoht  into  compliance  with 
Title  VI  of  the  Civil  Rights  Act  of  1964,  the  ADEA  of  1967,  the  Secretary's 
Order  on  sex  discrimination,  and  the  departmental  regulations  that 
pertain  to  the  legislation.    Yet,  discriminatory  practices  are  still 
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prevalent  in  manpower  programs,  even  after  compliance  reviews  have 
been  made  and  sometimes  after  agreements  have  been  negotiated. 
These  are: 


1.    Coding  and  classification 
a 


Undercoding  of  minority  applicants.    Minority  applicants  were 
given  laborer  codes  when  their  education,  skills,  and  experience  showed 
that  they  were  qualified  for  high  classifications. 

b     OverGogjng  of  white  applicants.  While  minority  applicants  were 
assigned  occupational  classifications  that  did  not  fully  reflect  their 
educSion    skills,  abilities,  and  experience,  white  applicants  were 
assi^med  classifications  that  reflected  all  of  their  education,  skills, 
abilities,  and  interests,  and  in  some  cases,  even  more. 

c     relevant  coding,  "f  minority  applicants,    m  addition  to  being 
given  lower  codes  than  their  experience  and  ability  warrant    mmority.. 
applicants  are  sometimes  given  codes  that  are  not  related  to  their 
talents  at  all. 

In  cases  where  tests  were  given  to  applicants,  white  applicants  were 
Sa15£d Stbe  basis  of  their  test  results  but  minority  group  members 
we?e  not    even  when  they  met  test  norms.    When  minority  and  white 
rpPncants  botS  Lied  to  meet  test  norms,  white  applicants  were  given 
clericaT  entry  codes  while  minority  applicants  received  miscellaneous 
personal  service  entry  classifications. 

d.    ratifications  sr«  not  given  to  some  applicants     In  a  number -of 
casual  labor  offices,  some  applicants  are  given  no  classification  other 
SS  -casual  laborers. «    In  addition,  no  work  applications  are  made  for 
me^r  therefore    they  are  not  in  any  file,  and  they  are  not  given  any 
service  other  than  referrals  to  short-term  jobs.    These  applicants  are 
SXmi^antly  and  sometimes  entirely  from  minority  groups     Not 
SformZ  them  of  the  advantage  of  having  an  application  in  the  active 
me  drives  Sese  applicants  of  numerous  job  and  training  opportunities. 
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2.    Referrals. 

a-    Minorities  were  referred  to  so-called  "trartHnnsi"  iobs 
Minority  applicants  were  often  referred  only  to  certain  positions 
such  as  laundry  worker,  maid,  porter,  janitor,  babysitter    or 
laborer    regardless  of  their  education,  skills,  experience  '  or 
potential.    No  white  persons  were  referred  to  these  positions. 

>    Minorities  were  referred  to  certain  employers  only.    Generally' 
minority  applicants  were  referred  only  to  employers  that  the  office 
knew  or  had  reason  to  believe  would  hire  minorities,    if  an  employer 
had  hired  a  few  minority  group  employees,  he  was  then  flooded  with 
minority  group  applicants  by  the  employment  service  office      Likewise 
if  the  employer  advertised  as  an  "equal  opportunity  employer"    all  of   ' 
the  applicants  sent  to  him  thereafter  were  members  of  minority  groups. 

c-    Discrimination  occurs  in  the  difference  in  referral  serving 
supplied  to  white  ana  minority  applicants.     In  a  ^^.rih,  „,v^  'th~rc 
were  two  minority  groups,  it  was  found  that  qualified  Negro  and  Mexican 
American  applicants  were  not  selected  and  referred  to  job  openings  on 
the  same  basis  as  were  white  applicants.    White  applicants  who  did  not 
meet  the  specifications  of  the  job  orders  were  referred  in  preference 
to  Negro  and  Mexican  American  applicants  who  met  such  specifications. 

,     d\  Discrimination  exists  in  referral  to  manpower  development  and 

training,  on-the-job  training,  and  ofcer  training  programs  and  in 

training  allowances.  In  one  OJT  program,  local  office  staff  referred 
applicants  of  the  race  known  or  believed  to  be  acceptable  to  employers 
and  did  not  refer  persons  of  other  races  or  ethnic  groups     In  an 
Operation  Mainstream  project,  all  Negro  enrollees  were  digging  ditches 
repairing  streets,  collecting  trash,  and  working  on  beautification 
projects  with  white  city  supervisors  standing  over  them 
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In  a  local  MDTA  center,  all  of  the  enrollees  were  white.    It  was 
found  that  the  local  office  did  not  refer  Negroes  to  the  local  MDTA 
facility;  rather,  they  were  referred  to  similar  training  in  undersized 
classes  at  an  out-of-town  facility. 

In  more  than  one  community,  minority  applicants  were  tested 
before  being  admitted  to  MDTA  training,  thereby  eliminating  a 
great  number  of  such  applicants.    White  applicants  were  not 
tested  before  being  referred. 

In  some  places  there  was  no  dissemination  of  information  to  the 
minority  community  concerning  MDTA,  OJT,  and  other  training 
programs.    Consequently,  all  of  the  referrals  to  these  programs 
were  white.    Disparities  have  been  found  also  in  MDTA  training 
allowances,  with  whites  receiving  higher  training  allowances  than 
minorities  with  the  same  economic  situation  in  the  same  program. 

There  is  resistance  to  admitting  minorities  to  apprenticeship 
proarams-sometimes  by  the  unions,  sometimes  by  the  employment 
service,  and  sometimes  by  the  public  schools.    Minorities  are  _ 
kept  out  in  many  ways.    The  simplest  method  is  just  not  referring 
a  minority  applicant  to  an  apprenticeship  program.    In  addition 
tests  may  screen  out  the  majority  of  minority  applicants  who  might 
want  to  enter  the  program.    If  the  minority  applicant  passes  the 
test    he  must  get  by  the  Joint  Apprenticeship  Committee,  which 
often  excludes  him  on  the  basis  of  an  oral  examination.    Even  it 
he  overcomes  all  of  these  obstacles,  the  employer  might  turn 
him  down  for  other  reasons. 

e.    Discrimination  exists  in  referral  of  training  graduates  to  jobs 
In  many  programs,  minority  graduates  were  still  classmed  in  the 
same  code  they  received  before  they  had  taken  the  course,  usually 
a  menial  classification  based  on  previous  experience.    On  comple- 
tion of  an  MDTA  welder  course,  five  Negroes  and  five  whites  re- 
turned to  the  employment  service  office  for  placement  assistance. 
All  of  the  white  graduates  were  given  training-related  jobs,    in 
another  case  concerning  a  group  of  welder  graduates    all  whites  were 
referred  as  welders,  while  all  Negroes  were  referred  as  assemblers. 

in  a  clerk-typist  course,  four  white  and  20  Negro  graduates  re- 
turned to  the  ES  office  for  placement.    Three  of  the  four  white 
applicants  were  referred  to  training- related  posi  ions  and  the 
fourth  failed  to  report  for  a  proficiency  test.    Only  three  of  the 
20  Negroes  were  referred  to  training-related  jobs,  although  several 
who  received  no  referrals  at  all  were  shown  to  have  a  better  skill 
than  the  referred  white  applicants.    Several  of  the  Negroes  were 
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referred  as  maids  or  for  oth«r  meniai  positions. 

3.    Service  to  discriminatory  employers. 

Local  offices  seldom  service  orders  containing  discriminatory 
specifications  and  more  and  more  office  managers  are  becoming 
familiar  with  the  provisions  of  the  Employment  Security  Manual 
outlawing  the  practices.    However,  violations  still  occur  and 
discriminatory  employers  are  sometimes  being  serviced  by 
local  employment  service  offices. 

One  of  the  main  problems  is  that  too  often  local  offices  do  not 
keep  a  list  of  suspected  discriminatory  employers.    Nor  do  they 
follow  up  on  employers  who  give,  and  then  withdraw,  discrimina- 
tory job  orders.    Often,  when  a  compliance  officer  asks  a  local 
office  manager  or  a  State  official  which  employers  in  the  area 
are  discriminatory,  the  answer  is,   "I  don't  know  of  any.  " 

Further,  some  employers  feel  that  they  don't  discriminate  in 
employment  practices  when  in  reality  they  do.    Some  overt  and 
some  covert  acts  of  discrimination  on  the  part  of  employers  who 
are  serviced  by  local  offices  include: ' 

a.  Newspaper  advertisements  for  employees  of  a  specific  race 
or  color  are  often  used  by  employers. 

b.  The  employer  may  hire  minorities  in  his  own  shop  but  will 
not  send  them  out  on  jobs  elsewhere. 

c.  Some  employers  hire  workers  of  certain  races  only  for 
particular  jobs. 

/ 

d.  Some  employers  hire  only  for  tokenism  or  on  a  quota  system. 

4-    Denial  of  equal  access  for  all  job  openings  to  minority  applicants. 

a.     Failing  to  share  job  orders.  In  localities  where  there  is  more 
than  one  employment  service  office,   at  least  one  of  these  or  a 
Youth  Opportunity  Center  is  located  in  a  predominantly  minority 
neighborhood.     There  generally  is  no  exchange  of  job  orders  among 
the  offices,  and  this  lack  of  job  opening  information  in  the  outreach 
offices  prevents  the  majority  of  registered  minority  applicants 
from  being  exposed  to  the  widest  possible  range  of  jobs. 

b«     Referring  most  minority  applicants  to  poverty  programs.  In 
more  than  one  locality,  most  of  the  minority  youth  were  referred 
to  poverty  programs,  and  few,  and  in  some  cases  no,  minority 
youth  were  referred  to  regular  jobs. 
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c#     Filling  orders  before  sen  ,-ng  them  to  outreach  offices. 
Another  practice,  discovered  in  an  office  which  claimed  it 
shared  job  orders,  was  to  fill  the  orders  before  sending  them 
to  the  YOC  and  outreach  offices. 

5.    Employment  of  minority  workers  in  the  State  employment 
service. 

a     Few  minority  members  on  ES  staff.  The  Office  of  Equal 
Employment  Opportunity  looks  at  the  staffing  patterns  of  employ- 
ment service  offices.    Except  in  a  few  localities,  relatively  few 
minorities  are  found  on  employment  service  staffs  and  most  are 
employed  in  menial  jobs  such  as  janitor  or  clerical  aide —even 
when  the  office  is  located  in  an  area  with  a  considerable  number 
of  minority  residents. 

However,  recent  surveys  concerning  employment  service  staff- 
ing revealed  that  minorities  are  making  steady  advances.     For 
example,  in  an  effort  to  determine  how  many  Negroes,  Spanish 
Americans,  Indians,  and  Orientals  were  employed  in  the  2,  400 
employment  service  offices,  the  Department  of  Labor  conducted 
surveys  over  a  3 -year  period.    The  general  conclusion  was  that 
minority  members  accounted  for  about  40  percent  of  the  increase 
in  total  staff,  with  the  most  rapid  gains  made  in  clencal-office_ 
and  professional-technical  positions.    There  was  a  small  drop  in 
the  number  of  minority  members  in  custodial-service  jobs. 

While  these  developments  are  encouraging,  an  equitable  distribution 
of  minority  staff  at  every  level  of  employment  service  operation 
will  continue  to  be  a  major  thrust  of  the  Department  of  Labor. 

b      Failure  to  promote  qualified  minority  group  employees.  Where 
minorities  are  hired  in  employment  service  offices,  promotions 
come  few  and  far  between.    One  Negro  employee  m  a  West  Coast 
city  complained  that  a  new  white  employee  with  2  weeks  training 
was  given  a  promotion  and  authority  over  her  although  she(the  Negro 
employee)  had  4  years  of  experience  and  had  been  doing  the  particular 
job  for  3  months. 

6.     Lack  of  civil  rights  training  for  employment  service  staff. 

The  extent  of  the  problems  encountered  in  compliance  reviews 
and  complaint  investigations  brought  out  the  need  for  more 
extensive  training  of  ES  staff  as  to  their  responsibilities  und  i 
the  Civil  Rights  Act  of  1964  and  the  sex  discrimination  prohibi- 
tions under  Sec.  Order  16-65.    Many  discriminatory  practices 
come  Tout  as  a  result  of  untrained  local  office  employees  who 
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are  unaware  of  the  law's  provisions.    In  fact,  many  State  employ- 
ment service  employees  are  not  even  aware  of  the  existence  of 
these  laws. 

Increasingly,  our  experience  strengthens  the  belief  that  expanded 
activities  to  educate  State  officials  at  the  local  level  to  identify 
and  eliminate  discriminatory  practices  in  manpower  programs 
will  result  in  attainment  of  full  compliance  with  Title  VI. 
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OTHER  ACTIVITIES 


In  addition  to  making  complaint  investigations  and  compliance 
reviews,  the  Office  of  Equal  Employment  Opportunity  and  the 
Regional  EEO  staff  have  other  functions,  such  as  investigating 
claims  of  discrimination  against  federally  funded,  privately 
sponsored  manpower  training  programs,  making  preaward  reviews 
of  contracts  before  refunding  is  authorized,  and  others  listed 
below. 

1.  investigation  of  other  Manpower  Programs.  Investigations  are 
initiated  with  a  minority  member  who  complains  that  he  is  being 
fired  because  of  his  race.    While  these  complaints  cannot  always 
be  settled  by  the  OEEO,  other  problems  needing  attention  are 
often  discovered.     Certain  commitments  are  requested  from  the 
sponsors  before  refunding  of  the  program  is  recommended. 
These  include  such  requests  as  taking  affirmative  action  to 
strengthen  minority  staffing  at  all  levels  of  the  program,  includ- 
ing the  policymaking  and  decisionmaking  levels,  paying  equal 
salaries  for  all  persons  performing  equal  work,  and  developing 
specific  placement  plans  to  insure  equal  efforts  for  all  graduates. 

2.  Joint  Investigations  with  other  Agencies.    The  OEEO  made  joint 
investigations  with  the  Department  of  Health,  Education,  and 
Welfare;  the  Department  of  Justice;  and  the  Office  of  the  Solicitor 
in  the  Labor  Department. 

3.  Participation  in  Preaward  Contract  Reviews.    Before  a 
company  is  awarded  a  Manpower  Administration  contract,  its 
entire  operation  should  be  reviewed  to  determine  the  extent  of 
its  compliance  or  capability  to  comply  with  the  Civil  Rights  Act. 
When  involved  in  the  preaward  review  the  EEO  program  specialist 
from  the  regional  office  will: 

a.    Review  the  contract  proposal. 

b     Contact  State  and  Federal  agencies  that  have  equal  employment 
opportunity  responsibilities  such  as  the  Human  Rights  Commission, 
the  Solicitor's  Office,  the  Equal  Employment  Opportunity  Commis- 
sion, and  the  Office  of  the  Federal  Contract  Compliance. 

c.    Contact  the  State  employment  service,  confer  with  the  minority 
groups  representative,  and  review  the  job  order  placed  by  the 
subject  firm. 
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d.    Hold  a  conference  with  pLmt  manager  and  other  company 
officials,  make  a  tour  of  the  plant,  and  review  company  records 
and  other  documents  pertaining  to  employment  policies  and  practices! 

The  preaward  review  gives  the  EEO  program  specialist  an  oppor- 
tunity to  help  an  employer  to  come  into  full  compliance  with  Federal 
contract  requirements  before  negotiation  of  his  contract.    The  EEO 
program  specialist  works  on  the  assumption  that  an  employer  who 
applies  for  a  Manpower  Administration  contract  is  already  making 
a  start  toward  equal  employment  opportunity  regardless  of  what 
his  past  employment  practices  have  been. 

The  program  specialist  can  point  out  to  the  employer  ways  in 
which  he  is  still  discriminating  even  though  he  thinks  he  is  not. 
The  purpose  of  the  review  is  not  to  attempt  to  disqualify  the 
employer  but  to  help  him  become  a  true  equal-  opportunity  employer. 

4«    Participation  in  Civic  Events.    The  Director  of  the  Office  of 
Equal  Employment  Opportunity  is  frequently  invited  to  participate 
in  conferences,  seminars,  hearings,  commencements,  and  other 
events,  as  principal  speaker  or  in  a  variety  of  other  roles.    He 
or  his  representatives  attended  a  number  of  these  affairs  which 
precipitated  a  two-way  flow  of  information:    Information  went  to 
the  public  concerning  the  activities  and  functions  of  this  office  and 
how  the  public  can  help  in  bringing  about  equal  opportunity,  and 
significant  information  came  back  from  communities  and  organi- 
zations about  situations  and  conditions  in  areas  where  equal  oppor- 
tunity is  being  promoted. 

EEO  program  specialists  representing  the  Director  at  conferences 
or  other  meetings  brought  back  written  reports  of  the  proceedings. 
These  reports  contain  valuable  information,  sometimes  about  the 
conditions  of  a  locality  where  compliance  reviews  are  scheduled. 
Often  such  reports  may  precipitate  a  review. 

5-  Response  to  Citizen's  Complaints.    The  OEEO  receives  hundreds 
of  letters  complaining  or  inquiring  about  matters  that  ordinarily  do 
not  fall  within  the  range  of  its  responsibility.    These  letters  are 
referred,  when  possible,  to  the  proper  agency  and  the  writer  is 

so  notified  or  answered  with  the  best  knowledge  available. 

6-  Keeping  Abreast  of  Civil  Rights  and  Equal  Opportunity  Activities. 
In  order  to  keep  the  staff  informed,  all  available  information  con- 
cerning the  activities  of  other  agencies,  both  public  and  private,  in 
their  efforts  to  bring  about  equal  opportunities  is  obtained  and  cir- 
culated.   Staff  members  share  newspaper  clippings,  magazine 
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articles,  and  books  which  mey  come  across  and  feel  are  particularly 
pertinent  to  equal  opportunity  work  and  also  maintain  a  continuing 
dialogue  about  their  review  experiences.    Also,  the  OEEO  solicits 
and  receives  opinions  from  individuals  and  organizations. 

7  instruction  of  Employees  from  other  Agencies.  The  Office  of 
Equal  Employment  Opportunity  designed  a  civil  rights  training 
program  and  administered  it  to  the  professional  personnel  of  the 
District  of  Columbia  Employment  Service.    This  training  covered 
Title  VI  of  the  Civil  Rights  Act  of  1964,  laws  on  sex  and  age  discrimi- 
nation, and  departmental  rules  and  regulations  implementing  these 
acts.  'Building  on  the  experience  in  the  District  of  Columbia,  a 
more  comprehensive  training  program  was  designed  and  given  to 

the  regional  manpower  staffs  in  Philadelphia,  New  York,  and 
Boston  in  1-day  training  sessions.    It  was  emphasized  that  equal 
opportunity  was  everybody's  responsibility  and  not  limited  to  the 
equal  employment  opportunity  representative.    The  Office  is  now 
improving  this  training  program  and  plans  to  take  it  to  other  regions. 

8  Responsibility  in  the  Area  of  Age  Discrimination.    Secretary's 
Order  No    10-68  provides  for  the  delegation  of  authority  and 
assignment  of  responsibilities  for  the  administration  and  enforce- 
ment of  the  Age  Discrimination  in  Employment  Act  of  1967,  which 
prohibits  discrimination  based  upon  age,  in  the  operation  of  the 

U    S    Training  and  Employment  Service  and  its  system  of  State 
and  local  employment  service  offices  receiving  Federal  financial 
assistance. 

Certain  responsibilities  under  the  act  were  assigned  to  the 
Assistant  Secretary  for  Manpower,  with  other  responsibilities 
assigned  to  the  Administrator  of  the  Wage  and  Hour  and  Public 
Contracts  Divisions.    The  responsibility  and  authority  for  enforce- 
ment of  the  act  as  it  applies  to  the  employment  service  and  other 
manpower  programs  was  assigned  to  the  Office  of  Equal  Employ- 
ment Opportunity. 

9.    Review  of  Reports  and  Proposals.  The  Department  of  Labor 
awards  many  contracts  to  educational  institutions,  individual 
professors,  doctoral  students,  and  others  to  conduct  research 
which  will  be  beneficial  to  the  Department  in  carrying  out  its      _ 
objectives.    The  Labor  Department  also  enters  into  contracts  with 
organizations  and  individuals  who  propose  programs  or  projects 
to  upgrade  the  skills  and  educational  levels  of  less  fortunate  citizens. 
Many  of  these  reports  and  proposals  are  reviewed  by  the  OEEO. 
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OUTLOOK  FOR  THE  FUTURE 

• 

Decentralization  of  many  OEEO  activities  to  the  regions  is 
commensurate  with  the  "New  Federalism"  which  attempts  to 
bring  the  control  and  operation  of  programs  closer  to  the  people 
they  serve.    While  it  is  recognized  that  local  mores  and  customs 
may  compromise  to  an  extent  the  achievement  of  Civil  Rights 
objectives,  decentralization  places  the  major  responsibility  for 
furthering  equality  in  job  opportunity  precisely  at  the  regional 
and  local  levels. 

If  strong  EEO  policies  are  developed  at  the  national  level,  and 
effective  training  and  program  monitoring  are  also  provided 
from  that  level,  the  prospects  for  widening  the  impact  of  the 
Department's  EEO  program  under  decentralization  appear  to 
be  bright.    America  must  of  necessity  provide  this  equality  to 
all  of  its  citizens. 


####### 


565 


-25 


APPENDIXES 


Appendix  1.    Routine  Compliance  Reviews*  by  city  and  state, 
Nov.  1,   1967  to  Dec.  31,   1970 


Total  117 

Alabama •  •  •  •  3 

Birmingham 2 

Jackson 1 

Alaska 2 

Anchorage 1 

Juneau 1 

California 7 

Colton 1 

El  Centro 1 

Hollywood 1 

Oakland 1 

Riverside 1 

San  Jose 1 

Santa  Cruz 1 

Connecticut 5 

Hartford ...5 

Delaware .1 

Wilmington 1 

District  of  Columbia 3 

Florida 2 

Jacksonville 1 

Key  West 1 

Illinois "3 

Champaign 1 

Chicago 1 

Joliet 1 

Iowa 1 

Waterloo J- 

Kansas 3 

Kansas  City 1 

Lawrence 1 

Manhattan 1 


Louisiana. 5 

Alexandria 1 

Gretna J- 

Lake  Charles 1 

Monroe 1 

Natchitoches 1 

Maryland 6 

Hyattsville 1 

La  Plata. 1 

Leonardtown 1 

Silver  Spring 1 

Wheaton. 2 

Massachusetts 9 

Boston .5 

New  Bedford 1 

Pittsfield 1 

Springfield 2 

Michigan 2 

Muskegon 1 

Pontiac. 1 

Minnesota 5 

Duluth 1 

Minneapolis 4 

Mississippi 4 

Aberdeen 1 

Amory J- 

Greenwood 1 

Jackson 1 

Missouri 1 

St.  Louis 1 

Nevada. 3 

Carson  City 1 

Las  Vegas 1 

Reno 1 
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New  Jersey 5 

Burlington 1 

Camden 1 

Englewood 1 

Hackensack 1 

Jersey  City. ..........  1 

New  York 2 

Buffalo. 2 

North  Carolina. 3 

Durham 1 

Rocky  Mount 1 

Wilmington 1 

Ohio 5 

Canton 2 

Cincinnati 3 

Oklahoma 7 

Oklahoma  City 4 

Tulsa. 3 

Pennsylvania 8 

Johnstown 1 

Pittsburg 6 

Washington 1 

Rhode  Island 4 

Providence .4 

South  Carolina 3 

Charleston 1 

Columbia 1 

Greenville 1 

Tennessee 3 

Athens 1 

Knoxville 1 

Memphis 1 

Texas 3 

Houston 1 

Marshall 1 

Waco 1 


Virginia 4 

Alexandria. 1 

Danville 1 

South  Boston 1 

Woodbridge 1 

Washington 1 

Spokane 1 

West  Virginia. 2 

Charleston 1 

Huntington 1 

Wisconsin 2 

Milwaukee 2 
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Appendix  2.    Compiair*  investigations  completed,  by  city  and  state, 
Nov.  1,  1967  to  Dec.  31,  1970 


Total  96 

Alabama. ll 

Abbeville 1 

Birmingham 1 

Decatur 1 

Demopolis 1 

Elmore 1 

Enterprise 1 

Huntsville 2 

Jackson •! 

Montgomery J- 

Selma 2 

Arizona 2 

Phoenix 1 

Tucson 1 

California 9 

Alhambra 1 

Los  Angeles 1 

Oakland 1 

Placenta 1 

San  Francisco 1 

San  Diego 1 

Stockton 1 

TJkiah -1 

Visalia 1 

Connecticut 1 

Brooklyn 1 

Colorado 1 

Ft.  Collins 1 

District  of  Columbia 4 

Florida 1 

Pensacola. 1 

Georgia 2 

Atlanta 1 

Waycross 1 


Indiana. 1 

Evansville 1 

Iowa 2 

Davenport 1 

Des  Moines 1 

Kansas 4 

Atchison 1 

Davenport 1 

Kansas  City 1 

Salina 1 

Kentucky 1 

Louisville 1 

Louisiana 3 

Bogalusa 1 

Minden 1 

Shreveport 1 

Minnesota 2 

Minneapolis 2 

Mississippi 7 

Clarksville 1 

Greenville 1 

Greenwood 1 

Indianola 1 

Nesbit 1 

Vicksburg J- 

Yazoon 1 

Missouri 4 

Kansas 1 

Kennett 1 

Poplar 1 

St.  Louis 1 

New  Mexico 1 

Alamogordo 1 
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New  York 5 

Buffalo 2 

Long  Island. 1 

Mt.  Vernon 1 

New  York  City. .......  1 

North  Carolina 5 

Jacksonville 1 

Raleigh 2 

Shelby 1 

Wilson 1 

Ohio 2 

Cincinnati 1 

Dayton 1 

Oklahoma 1 

Lawton 1 

Pennsylvania 4 

Philadelphia 2 

Pittsburgh 1 

Tamaqua. 1 

South  Carolina 4 

Abbeville 1 

Anderson 1 

Bennettsville 1 

Greenville 1 

South  Dakota. 1 

Sioux  Falls 1 

Tennessee 7 

Harriman 1 

Knoxville 2 

Nashville 3 

Oak  Ridge 1 

Texas 7 

Fort  Worth J 

Longview 1 

Marshall j. 

Paris j. 

San  Antonio 1 

Waco 1 

Wichita 1 


Utah i 

.  Ogden x 

Virginia 3 

Alexandria 1 

Danville 1 

South  Boston 1 
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Appendix  3.    Complaints  Received  by  States, 
Nov.   1,   1967  to  Dec.  31,   1970 


Total  930 

Alabama 58 

Alaska 2 

Arizona 20 

Arkansas 15 

California 91 

Colorado. H 

Connecticut 6 

Delaware 1 

District  of  Columbia 12 

Florida 30 

Georgia. 28 

Hawaii 0 

Idaho 0 

Illinois 23 

Indiana 19 

Iowa 12 

Kansas 4 

Kentucky 13 

Louisiana ••  30 

Maine 3 

Maryland. 13 

Masachusetts 17 

Michigan 36 

Minnesota 3 

Mississippi 21 

Missouri 24 

Montana. 2 


Nebraska 10 

Nevada 5 

New  Hampshire 1 

New  Jersey 13 

New  Mexico. 8 

New  York 41 

North  Carolina 42 

North  Dakota 0 

Ohio 37 

Oklahoma 21 

Oregon 1 

Pennsylvania 32 

Rhode  Island 3 

South  Carolina 27 

South  Dakota 3 

Tennessee 29 

Texas 85 

Utah 4 

Vermont 1 

Virgin  Islands 1 

Virginia 47 

Washington 6 

West  Virginia 6 

Wisconsin 13 

Wyoming 0 


570 


-30- 


Appendix  4.    Negotiations,  by  State, 
Nov.  1,   1967  to  Dec.  31,   1970 


Total 


46 


Alabama. J. 

Arizona 1 

California 3 

Connecticut 2 

Delaware 2 

District  of  Columbia 1 

Florida 2 

Indiana 2 

Kansas 2 

Kentucky 2 

Maryland 2 

Massachusetts 1 

Michigan 1 

Minnesota 1 

Mississippi 4 


Missouri 1 

Montana 1 

Nebraska. . . . 1 

New  York 1 

North  Carolina 2 

Oklahoma 2 

Pennsylvania 1 

Rhode  Island 1 

South  Carolina. 1 

South  Dakota 1 

Tennessee 2 

Texas 2 

Utah 1 

West  Virginia. 1 

Wisconsin 1 
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Question  Sa :  What  percentage  of  OFF  enrollees  reside  in  rural  areas 
{give  breakdoivn  by  region)  ? 

Response  ■  Of  the  4.0  million  FAP/OFP  families,  some  2.8  million 
are  expected  to  be  denned  "available"  for  employment  and  manpower 
Wees  The  following  represents  the  distribution  of  the  "available" 
Son  by  geographic  region  and  probable  urban-rural  break  as 
reflected  by  those  residing  In  or  out  of  a  Standard  Metropolitan 
Statistical  Area  (SMSA). 

THE  OFP  POPULATION  BY  REGION  AND  URBAN/RURAL  DISTRIBUTION 

Urban  (in  In  SMSA  Rural  (in    Outside  SMSA 

Region  Total  Percent       thousands)         (percent)       thousands)  (percent) 

Northeast... 498.4  17.8  402.2  80  7  %.£  W.jj 

Northcentral - 579.6  20.7  Z78.Z  »  mA  66.8 

J8f :::      'St  8        &»        ™A        6M        153-9         37 

U.S.tota, .  2^oX~  100.0  1,369.4  48.9  1,430.6  51.1 

Question:  3(b)  What  manpower  programs  do  you  presently  have  in 
those  areas  (name  specific  program,  size  of  investment,  administrative 
agency,  show  present  as  well  as  cumulative  figures )  t. 

Response :  People  in  rural  areas  are  generally  at  a  disadvantage  in 
seeking  occupational  training,  as  well  as  other  manpower  services.  Not 
merel/the  scattered  population  but  also  the  inadequacy  of  training 
facilities  and  the  lack  of  local  employment  demand  have  hampered  the 
development  of  Federally  assisted  training  and  work-experience  pro- 
grams in  rural  areas,  particularly  those  not  close  to  cities 

Altogether,  250,000  people  in  rural  counties  were  enrolled  during 
fiscal  1970  in  training  and  work-experience  programs  administered  by 
the  Department  of  Labor,  representing  about ;  one-fourth  of  total  en- 
rollments throughout  the  country.  See  the  attached  chart)  This  pro- 
poXn  was  in  line  with  the  areas'  share  of  the  total  population,  but 
much  below  their  share  of  the  poverty  population. 

It  has  been  estimated  that  as  many  as  three  million  poor  rural  resi- 
dents may  be  in  need  of  training  and  other  services  to  upgrade  their 
skills  and  increase  their  employability.  However,  manpower  programs 
served  only  about  eight  percent  of  this  number  in  1970,  compared  with 
over  10  percent  of  the  much  larger  number  of  urban  residents  in  need 

)  The  goal  of  the  Department  of  Labor  and  the  affiliated  State  em- 
ployment service  agencies  is  to  bring  to  rural  residents  the  same  array 
of  manpower  services  that  is  available  in  urban  centers.  Because  ot  dis- 
persion of  population,  costs  of  serving  rural  areas  are  likely  to  be 
greater  than  for  urban  areas.  Several  innovative  programs  have  been 
launched  in  the  search  for  the  most  effective  and  economical  methods 
of  delivering  manpower  services  to  rural  areas : 

Operation  Hitchhike  is  designed  to  improve  manpower  services  in 
remote  rural  areas  by  developing  agreements  for  certain  manpower 
services  to  be  provided  by  agencies,  such  as  the  Cooperative  Extension 
Service,  which  already  have  established  offices  in  these  communities. 
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While  the  ES  will  provide  intensive  employability  development  serv- 
ices, cooperating  agencies  will  provide  direct  services  to  the  job  ready 
At  a  total  cost  of  approximately  $1,300,000  ten  hitchhike  projects 
i^ii  ^operational  in  10  different  States.  One  began  operation  in  FY 
19f  1  (Michigan)  and  the  others  (Virginia,  Kentucky,  North  Dakota, 
Iowa,  New  Mexico,  New  York,  Washington,  Idaho,  and  Oregon)  will 
be  phased  m  during  FY  1972.  Area  Concept  Expansion  (ACE)  in- 
volves realignment  and  reorganization  of  State  employment  service 
offices  in  rural  localities.  Sets  of  carefully  placed  outlying  satellite 
offices  are  linked  by  telecommunications  with  a  central  office  at  the 
economic  bub  of  a  widespread  rural  area,  thus  providing  geographical- 
ly expanded  opportunities  to  applicants  and  employers.  Another  ad- 
vantage is  that  specialists  from  the  central  office  can  provide  manpower 
services  not  previously  available  in  any  of  the  local  offices. 

Wa  v  6  F  £r°3?^-  w?r?  fimded  in  FY  1971 :  Id*ho,  South  Da- 
kota, Vermont  West  Virginia,  Oklahoma,  Missouri,  New  Jersey,  Ne- 

11  okVnn^n11'  Wlsconsm>  Mai»e,  and  Georgia.  The  approximate  cost 
was  5t>b70,000. 

nr^i°fth/r  exPeril?ental  effort  is  the  COMO  {Comprehensive  Model) 
project  for  a  rural  area,  one  of  several  models  being  tested  to  deter- 
mine the  most  feasible  methods  of  meeting  manpower  needs  As  an 
experimental  operation,  it  encompasses  a  five (5)  county  area  of  North 
Central  Washington  State.  It  is  estimated  that  141,000  rural  residents 
will  be  served. 

Smaller  Communities  Program.  Mobile  teams  of  State  employment 
service  specialists  able  to  provide  the  full  range  of  manpower  and  sup- 
portive services  that  would  be  available  in  a  full-functioning  local  of- 
fice travel  to  rural  communities.  Featuring  close  cooperation  with  local 
leaders,  the  team  helps  them  to  analyze  area  employment  problems, 
prepare  manpower  reports,  and  to  initiate  projects  of  community  as- 
sistance, including  various  training  and  employment  programs.  Inter- 
viewing, counseling,  testing,  and  job  development  services  are  provided 
to  individuals.  r 

During  FY  1971,  Smaller  Communities  Program  mobile  teams  oper- 
ated in  19  States:  Alabama,  Alaska,  Arkansas,  Iowa,  Kentucky, 
Maine,  Michigan,  Minnesota,  Mississippi,  New  Mexico,  New  York 
North  Carolina  Oklahoma,  Oregon,  Texas,  Vermont,  Virginia,  West 
Virginia,  and  Wisconsin.  Approximate  cost  of  this  operation  for  FY 
1971  was  $1,575,000. 

Concerted  Services  in  Training  and  Education  (CSTE)  A  broader 
approach  to  coordination  of  manpower,  educational,  and  economic  de- 
velopment activities  is  the  aim  of  the  CSTE.  Projects  are  sponsored 
jointly  by  the  Departments  of  Labor,  Agriculture,  and  Health,  Edu- 
cation, and  Welfare.  In  each  area  a  local  coordinator  works  with  com- 
munity leaders  and  citizens  groups,  as  well  as  representatives  of  Fed- 
eral, State,  and  local  government  agencies,  to  identify  needs  and  to 
plan  tor  suitable  ways  (including  finding  funding  sources)  for  pro- 
viding training,  remedial  education,  and  other  services  to  disadvant- 
aged workers  and  developing  more  employment  opportunities. 

At  the  end  of  FY  1971,  there  were  17  demonstration  areas  in  14  dif- 
ferent States:  Arkansas  (two  areas),  Minnesota,  New  Mexico  (two 
areas),  Oklahoma  (two  areas),  West  Virginia,  Kentucky,  Illinois, 
Montana,  Georgia,  Maryland,  Texas,  Nebraska,  Maine,  and  Arizona. 
Approximate  cost  of  FY  1971  operation  was  $235,000. 
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Migrant  ED  Project.  This  was  a  test  of  methods  of  providing  job 
training  and  other  supportive  services  to  about  750  migrant  families 
both  in  their  home  base  areas  in  the  lower  Eio  Grande  Valley  of  Texas 
and  in  areas  of  employment  in  nine  northern  States.  A  secondary  aim 
was  to  assist  them  to  settle  out  of  the  migratory  stream.  State  employ- 
ment service  agencies  of  ten  States  participated  in  the  project :  Texas. 
Idaho,  Oregon,  Washington,  Indiana,  Illinois,  Ohio,  Minnesota,  Michi- 
gan, and  Wisconsin.  Approximate  costs  for  FY  1971  were  $500,000. 

Comprehensive  Migrant  Manpower  Program.  Under  this  program 
migrants  are  offered  personal  assistance  in  relocation  training  and 
placement  in  permanent  nonagricultural  jobs  both  in  home  base  and 
migrant  stream  areas.  The  $20.2  million  set  aside  for  this  purpose  will 
permit  establishment  of  projects  in  California,  Colorado,  Utah,  Texas, 
Florida,  Indiana,  Wisconsin,  Michigan,  Ohio  and  probably  other 
States  later  in  FY  1972.  It  is  estimated  that  5,800  will  be  served.  In 
some  of  these  States,  the  projects  will  be  operated  by  State  employ- 
ment service  agencies.  In  other  States,  the  projects  will  be  subcon- 
tracted to  community  action  groups.  p  m 

Other  Programs.  Except  for  the  Smaller  Communities  Program, 
programs  described  above  have  initiated  in  the  last  year  or  two 
and  are  exclusively  rural.  In  addition,  most  of  the  other  training  and 
work  experience  programs  administered  by  the  Department  of  Labor 
are  represented  in  rural  areas.  m  . 

The  Work  Incentive  Program  serves  901  counties,  of  which  489  or 
54.3%  are  rural  and  412  or  45.7%  are  urban.  Only  New  York  has  no 
WIN  program  in  rural  counties.  However,  since  urban  population  has 
a  density  much  greater  than  rural,  this  does  not  mean  the  program  is 
serving  more  rural  people.  In  fact,  the  majority  of  enrollees  are  urban 
residents.  All  WIN  programs  are  administered  by  the  State  Employ^ 
ment  Service.  There  are  no  figures  available  to  indicate  amounts  of 
money  invested  in  rural  versus  urban  enrollees.  In  FY  1970, 20  percent 
of  the  enrollees  or  18,500  were  in  rural  areas. 

Of  82  Concentrated  Employment  Programs  delivering  services  to 
target  areas,  13  are  rural.  There  are  three  projects  sponsored  by  the 
Employment  Service,  eight  by  Community  Action  Agencies,  one  by 
a  private  nonprofit  organization,  and  one  by  a  State  vocational  edu- 
cation agency.  ..... 

Where  CAA's  are  the  prime  sponsor  they  have  final  responsibility 
for  the  project,  although  the  State  Employment  Services,  through  the 
local  employment  offices,  are  the  suppliers  of  all  manpower  services 
for  CEP.  These  manpower  services  are  outreach,  orientation,  assess- 
ment and  counseling,  coaching,  referral  to  employability  development 
services,  including  training,  referral  to  supportive  services,  job  devel- 
opment, placement  and  intensive  follow-up. 

If  the  negotiations  between  prime  sponsor  and  the  State  employment 
service  suggest  the  possibility  that  another  organization  can  better  or 
more  easily  perform  outreach,  coaching,  orientation,  or  intensive 
follow-up,  such  activities  may  be  handled  through  subcontract  with 
other  agencies  as  approved  by  the  Regional  Manpower  Administrator. 
The  ES  has  overall  responsibility  for  coordination  and  monitoring  all 
manpower  services  subcontracted.  . 

Rural  CEPs  are  located  in  Mississippi,  South  Carolina,  North  Caro- 
lina, Tennessee,  Kentucky,  Michigan,  Wisconsin,  Minnesota,  Arkansas, 
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New  Mexico,  Missouri  Montana  and  Arizona.  For  these  areas  planned 
program  year  1971  funding  is  $23,705,794  and  enrollment  is  15,097. 

a  fe\  Publlc.  Service  Careers  (PSC)  Program,  through  five  plans 
(^-E),  provides  on-the-job  training  and  supportive  services  to  en- 
able disadvantaged  persons  to  obtain  placement  and  training  in  entry 
]obs  and  for  upgrading,  within  merit  principles  in  public  service 
agencies.  It  is  estimated  for  Plan  A,  administered  by  State,  county 
and  local  governments,  that  11  out  of  70  projects  are  in  rural  areas  and 
are  presently  serving  approximately  500  persons  for  $3.4  million;  for 
Plan  B,  administered  by  Federal  agencies  receiving  grants-in-aid,  48 
out  of  200  projects  are  in  rural  areas  serving  approximately  600  peo- 
ple at  $1.7  million;  for  Plan  C,  usually  administered  by  CAAs,  10  out 
of  98  projects  are  in  rural  areas  serving  800  people  at  a  cost  of  $2 
million.  No  break-outs  are  available  for  Plans  D  and  E. 

Operation  Mainstream  is  another  program  which  is  almost  en- 
tirely rural.  Its  objective  is  to  give  unemployed  workers  meaningful 
work  experience  in  projects  that  will,  for  example,  enhance  the  beauty 
of  rural  areas,  help  to  expand  recreational  and  other  community 
facilities,  rehabilitate  housing,  and  improve  care  for  the  elderly.  The 
enrollees  are  typically  displaced  farm  workers  or  other  older  rural 
workers  who  lack  formal  training  and  nonf arm  work  experience,  have 
little  education,  and  are  in  effect  "boxed  in"  in  their  rural  areas.  Work 
m  the  projects  is  often  combined  with  basic  education  and  counseling 
service  During  fiscal  1970,  some  8,400  adults  in  rural  areas  were  newly 
enrolled  m  this  program.  Projects  are  sponsored  by  such  organization 
as  the  National  Farmers'  Union,  the  National  Council  of  Senior  Citi- 
zens, the  National  Retired  Teachers  Association  and  the  National 
Council  on  the  Aging. 

The  Department  of  Labor  Manpower  Administration  contracts 
with  a  public  agency  or  nonprofit  organization  to  operate  projects  in 
a  specified  area.  At  the  present  time  about  80%  of  the  300  OM  proj- 
ects and  21,600  enrollees  are  based  in  rural  areas. 

Federal  obligations  (based  on  80%  rural)  in  the  past  were: 
Fiscal  year:  m million* 

1969  """""III  $o2'o 

1968 :-:::::::::::::::::::::::::::::::::::::::::::  If.  I 

The  Federal  obligation  in  rural  areas  for  fiscal  1971  is  estimated  to 
be  $41.3  million. 

The  Neighborhood  Youth  Corps  operates  through  sponsor  contrac- 
tors. Sponsors  may  be  public  agencies  or  private  nonprofit  organiza- 
tions, including  Community  Action  Agencies. 
The  Neighborhood  Youth  Corps  (NYC)  has  three  major  programs : 
a  program  for  high  school  dropouts  from  poor  families,  ages 
16  through  21; 

a  program  for  high  school  students  from  poor  families  who  need 
to  earn  money  in  order  to  continue  or  resume  their  education ; 

a  program  for  high  school  students  from  poor  families  during 
their  summer  vacation  periods ; 
NYC  programs  provide  work  experience,  skill  training,  remedial  edu- 
cation and  supportive  services  to  enrollees.  The  mix  of  these  compo- 
nents and  services  will  vary  with  the  project,  the  type  of  component 
and  the  needs  of  individual  enrollees.  In  all  cases  the  objective  of  the 
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program  is  to  assist  the  poor  youth  to  obtain  a  higher  degree  of  educa- 
tion and  employability  than  he  would  receive  without  NYC  assistance. 
During  the  fiscal  year  1970,  NYC  programs  offered  poor  youths 
492,000  training  opportunities ;  349,600  being  in  the  summer  program. 
Of  all  training  opportunities,  it  is  estimated  about  40%  were  in  rural 
areas.  During  the  8  years  1963-70,  NYC  projects  enrolled  2,888,400 
poor  youths;  1,725,000  of  which  were  in  the  summer  program.  Federal 
obligations  during  the  8  year  period  totaled  $1,650,522,000.  Present 
investment  through  March  31,  1971  is :  Out-of -school,  $38,922,200;  In- 
School,  $45,404,418;  Summer,  $3,357,915.  . 

Institutional  and  on-the-job  training  programs  (the  JOBS  Optional 
Program  has  since  encompassed  the  MDTA  OJT  component)  con- 
ducted under  the  MDTA  enrolled  about  42,000  unemployed  and  under- 
employed persons  in  rural  areas  in  1970,  about  a  fifth  of  the  total 
number  of  first-time  enrollments  that  year.  Their  training  has  covered 
a  variety  of  occupations,  oriented  mostly  toward  nonagricultural  in- 
dustries. Relatively  few  have  been  trained  for  skilled  jobs  in  mecha- 
nized farming  operations.  The  possibilities  in  this  latter  area  need  to  be 
explored  fully,  however,  to  aid  in  the  readjustment  of  workers  likely 
to  be  displaced  by  mechanization  in  the  next  few  years,  especially  in 
fruit,  vegetable,  and  tobacco  activities.  It  is  important  that  such  train- 
ing emphasize  transferable  skills  so  that  workers  can  be  prepared  for 
both  farm  and  nonfarm  employment  and  that  basic  education  be  in- 
cluded along  with  skill  training  to  help  offset  farmworkers'  present 
educational  handicaps.  . 

Of  special  benefit  to  the  unemployed  and  underemployed  in  rural 
areas  is  that  provision  of  the  act  which  authorizes  training  projects 
linked  to  economic  development  efforts  in  areas  of  chronic  labor  sur- 
plus. This  small  program  is  operated  in  places  designated  by  the 
Department  of  Commerce  as  redevelopment  areas  under  the  Public 
Works  and  Economic  Development  Act,  which  are  for  the  most  part 
rural  counties.  During  fiscal  1970,  training  opoprtunities  in  this  pro- 
gram numbered  about  14,000  in  45  States.  This  figure  included  1,700 
training  opportunities  for  Indians  on  reservations  in  Arizona  and,  to 
a  lesser  extent,  in  Idaho,  Colorado,  North  and  South  Dakota,  Utah, 
Montana,  Wisconsin,  Wyoming,  and  Oregon. 

In  FY  1971,  4,806  training  opportunities  were  funded  in  redevelop- 
ment areas  for  $12,335,470  in  33  States. 

The  Job  Opportunities  in  the  Business  Sector  (JOBS)  program, 
administered  by  the  Department  of  Labor  and  the  National  Alliance 
of  Businessmen,  and  the  JOBS  Optional  Program,  administered  by 
State  one-the-job  training  agencies  (usually  the  Employment  Service) 
have  a  proportion  of  their  contracts  and  job  opportunities  m  rural 
areas  and  serving  rural  residents,  especially  the  Jobs  Optional  Pro- 
gram. However,  there  are  no  figures  available  on  an  urban  rural 

The  Job  Corps  administered  by  the  Department  of  Labor  provides 
basic  education  and  job  training  to  poor,  out-of-school,  youths  between 
16  and  21  For  FY  1971,  there  were  32  civilian  conservation  centers 
including  two  in  Puerto  Rico.  Collectively,  they  received  a  total  of 
14,516  new  arrivals  and  generated  5,713  man-years  of  enrollees  train- 
ing. Funding  for  these  32  centers  including  capital  center  operation 
and  program  direction  was  about  $39  million. 
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While  the  percentage  of  rural  youth  in  the  total  Job  Corps  program 
is  approximately  15  percent,  the  percentage  in  the  32  civilian  con- 
fnrInn°n  Center  ls  aPProximately  20  percent.  This  means  that  of  the 
50,000  new  arrivals  to  Job  Corps  in  FY  1971,  approximately  7,500 
were  rural  youth  of  which  nearly  3,000  went  to  civilian  conservation 
centers. 

The  Departments  of  Labor  and  Health,  Education  and  Welfare 
administer  the  following  national  contracts  involving  rural  areas : 

(1)  Green  Thumb,  Inc.,  a  nonprofit  corporation  sponsored  by  the 
National  Farmers  Union  for  the  sole  purpose  of  contracting  and 
administering  programs  for  the  benefit  of  the  rural  poor.  (This  con- 
tract is  not  included  in  Mainstream  above.)  Green  Thumb  develops 
subcontracts  to  tram  and  employ  older  disadvantaged  workers  and 
older  workers  m  and  from  rural  areas.  Efforts  are  being  made  to  de- 
velop on-the-job  training  for  those  who  are  particularly  disadvantaged 
by  virtue  of  their  age,  lack  of  skills  and  isolation  caused  by  living  in 
rural  areas  where  there  is  little  or  no  industry.  Priority  is  being  given 
heads  of  households. 

The  contract  was  funded  for  $199,970  to  provide  290  training  op- 
portunities m  the  following  States:  Arkansas,  Indiana,  Kentucky, 
Minnesota,  New  Jersey,  New  York,  Oklahoma,  Pennsylvania,  Utah, 
Virginia  and  Wisconsin. 

(2)  The  AFL-CIO  Appalachian  Council  to  develop  subcontracts  in 
11  Appalachian  States  with  employers  to  provide  employment  and 
training  in  numerous  types  of  occupations  for  2,300  trainees.  The 
contract  is  for  $2,450,000  and  involves  the  States  of  Alabama,  Georgia, 
Kentucky,  Maryland,  North  Carolina,  Ohio,  Pennsylvania,  South 
Carolina,  Tennessee,  Virginia  and  West  Virginia. 

(3)  The  Cooperative  League  of  the  USA  to  provide  opportunities 
tor  development  of  220  job  trainees  and  to  upgrade  trainees.  The  con- 
tract is  for  $279,416  and  involves  rural  areas  in  Colorado,  Iowa,  Mis- 
souri, Nebraska,  New  Mexico,  Oklahoma,  South  Dakota,  Texas  and 
Wisconsin. 

One  component  of  the  national  office,  the  Rural  Manpower  Service, 
directs  a  nationwide  program  of  services  to  workers  and  employers  in 
rural  areas,  particularly  those  in  agriculture  and  the  woods  industries, 
these  services  include  placement  in  farm  jobs,  assistance  to  migrant 
workers  m  locating  seasonal  jobs  through  an  interstate  clearance  sys- 
tem, and  special  recruitment  activities  such  as  day-haul  operations  to 
utilize  local  labor.  During  peak  periods,  high  school  and  college  stu- 
dents are  recruited  for  farm  work.  Estimated  actual  FY  1971  agri- 
cultural placements  were  3,350,000.  The  Rural  Manpower  Service  ad- 
ministers for  the  Secretary  of  Labor  regulations  governing  agricul- 
tural and  woods  industry  interstate  recruitment.  The  regulations  cover 
standards  for  housing  and  wages,  the  use  of  temporary  foreign  agri- 
cultural and  woods  workers,  and  the  certification  of  need  for  the  em- 
ployment of  foreign  workers  in  rural  areas  under  the  Immigration  and 
Nationality  Act. 

According  to  1971  Plans  of  Service  submitted  by  State  agencies, 
nearly  16  percent  of  all  staff  is  providing  services  to  rural  areas  This 
oTnSei\t1ed  aPPro„ximately  6,700  of  the  total  38,000  grants  positions, 
2,000  of  these  are  farm  labor  positions. 
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As  to  the  request  for  cumulative  figures,  the  attached  table  showing 
urban-rural  enrollees  for  FY  1970  are  the  earliest  estimates  available. 
For  your  information,  we  have  also  attached  a  table  from  the  1971 
Manpower  Report  of  the  President  showing  total  Enrollment  Oppor- 
tunities, First-Time  Enrollments,  and  Federal  Obligations  for  Work 
and  Training  Programs  Administered  by  the  Department  of  Labor  for 
Fiscal  Years  1963-1970. 

ENROLLEES  IN  TRAINING  AND  WORK  EXPERIENCE  PROGRAMS  ADMINISTERED  BY  DEPARTMENT  OF  LABOR,  BY 

URBAN  AND  RURAL  AREAS,  FISCAL  YEAR  19701 

INumber  in  thousands] 


Total 


Urban  areas 


Number 


Percent  of 
total 


Rural  areas 


Number 


Percent  of 
total 


Total - 1,051 

Manpower  Development  and  Training  Act: 

Institutional  training 

On-the-job  training 

Neighborhood  Youth  Corps: 

In  school 

Out  of  school 

Summer 

Operation  Mainstream .. 

Public  Service  Careers  (New  Careers) 

Concentrated  employment  program 

JOBS  (federally  financed). - 

Work  incentive  program 

Job  Corps_ ..- --- 


i  Preliminary. 

Source:  From  1971  Manpower  Report  of  the  President,  page  130. 
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Question:  3(c)  What  local  delivery  system  do  you  have  to  imple- 
ment rural  programs?   (What  about  community  action  agencies)? 
Response : 

The  answer  to  this  question  can  be  divided  into  two  parts:  (1)  the 
rural  delivery  system  currently  used  for  manpower  services,  and  (2) 
the  delivery  system  planned  for  OFP  services.  (1)  Beginning  in  the 
late  1960s,  when  there  were  approximately  640  Employment  Service 
offices  in  rural  counties,  the  Manpower  Administration  has  introduced 
a  number  of  new  elements  into  rural  employment  service  efforts, 
and  has  augmented  this  system  with  contractors  who  have  expertise 
and  program  capacity  in  specific  geographic  areas,  as  described 
™Xe :  Operation  Hitchhike,  ACE,  Smaller  Communities  Program, 
aaa  the  ComPrenensive  Migrant  Manpower  Program.  Also 

added  were  the  various  manpower  training  and   work  experience 
programs. 

The  DOL  has  expanded  considerably  the  use  of  contractors  for 
delivery  of  rural  services.  In  most  cases,  service  agents  have  been 
spin-offs  of  OEO  and  foundation  funded  projects,  which  have  local 
expertise  and  understanding  of  manpower  development.  For  exam- 
ple, the  migrant  settling-out  program  will  be  operated  by  migrant 
organizations  in  the  States  involved.  Rural  community  action  groups 
were  gathered  into  a  consortium  to  operate  some  rural  CEP's;  many 
rural  Neighborhood  Youth  Corps  programs  are  run  by  community 
action  programs.  Operation  Mainstream  has  dealt  with  local  groups, 
and  such  organizations  as  the  National  Farmers  Union,  in  establish- 
ing social  service,  conservation,  and  beautification  projects.  The  Man- 
power Administration  has  learned  to  look  to  the  representative,  com- 
munity-oriented institutions  to  find  the  most  appropriate  service 
agent  for  each  area,  particularly  when  new  and  broader  manpower 
approaches  are  being  tried. 

(2)  For  OFP,  local  delivery  of  service  will  be  arranged  through 
federal  area  offices,  and  operated  by  a  variety  of  local  institutions 
such  as  community  action,  school  system,  local  industry,  and  citizen 
groups  as  well  as  the  Employment  Service.  Regional  development 
commissions  such  as  the  Appalachian  Regional  Commission  might 
play  a  role  m  coordinating  services  and  in  job  creation  activity,  as 
well  as  finding  sources  of  supportive  assistance  for  OFP  families. 
Training,  jobs  and  public  service  employment  can  be  found  in  con- 
servation, beautification,  social  service,  repair  and  construction  of 
housing  and  public  facilities,  and  recreation.  Groups  representing 
special  programs  in  these  areas  can  be  used  for  delivery  of  training, 
and  for  placement.  Specific  local  groups,  such  as  cooperatives,  tribal 
councils,  ethnic  group  organizations  and  churches,  can  be  sources  of 
manpower  and  supportive  services. 

T^™rPP°irtive  services'  the  Department  will  be  coordinating  with 
D/HEW  and  other  agencies  in  the  use  of  existing  facilities.  When  not 
available  DOL  will  utilize  a  variety  of  delivery  systems  and  agents. 
Transportation  is  one  of  the  more  difficult  problems  in  rural  areas. 
Some  of  the  methods  to  be  considered  will  be  local  transportation  co- 
operatives (for  car  pool  and  repair,  and  bus  systems) ,  low  interest  loans 
tor  enrollees  to  repair  or  purchase  personal  transport,  direct  funding 
for  regular  pickup  systems  linking  people  with  training  and  jobs,  nego- 


581 

tiation  with  employers  to  set  up  small  bus  pools,  off-time  or  coordinated 
use  of  publicly-owned  buses. 

Question:  3(d)  What  steps  are  you  taking  to  correct  the  problems 
detailed  in  the  petition  recently  filed  with  the  Secretary  of  Labor  on 
behalf  of  migrant  workers  and  their  organizations,  and  in  the  National 
Urban  Coalition-Lawyers'  Committee  publication  "Falling  Down  on 
the  Job"? 

Response  : 

A  complaint  was  filed  before  the  Secretary  of  Labor  on  behalf  of  16 
organizations  and  398  specifically  named  farm  workers  charging  that 
the  State  Farm  Labor  Services  are  guilty  of  discriminatory  actions. 
Some  17  State  agencies  are  specifically  named  in  the  complaint  and 
attached  exhibits.  They  are :  New  York,  New  Jersey,  Florida,  Georgia, 
Mississippi,  Illinois,  Indiana,  Michigan,  Minnesota,  Texas,  Colorado, 
Montana,  California,  Idaho,  Oregon,  Washington  and  Puerto  Rico. 
The  petition  accuses  the  Rural  Manpower  Service  of  exploiting  mi- 
grant farm  workers  through  discriminatory  acts  in  violation  of  the 
Wagner-Peyser  Act  and  Title  VI  of  the  Civil  Rights  Act.  The  Depart- 
ment regards  these  allegations  of  discriminatory  practice  as  very  seri- 
ous and  has  instituted  a  thorough  investigation  into  the  specific  charges 
in  order  to  determine  that  all  pertinent  laws,  regulations  and  policies 
are  being  followed  and  to  assure  that  our  current  practices  are  operat- 
ing in  the  best  interests  of  farm  workers.  This  review  is  being  carried 
out  by  the  Manpower  Administration's  Special  Review  Staff. 

As  to  the  National  Urban  Coalition-Lawyers'  Committee  publica- 
tion "Falling  Down  on  the  Job;  the  United  States  Employment  Service 
and  the  Disadvantaged'"  the  thrust  of  the  report  is  that  ES  farm  serv- 
ice offices  have  worked  as  agents  of  growers  rather  than  to  provide 
services  to  rural  residents  and  migrants. 

Before  and  during  the  1950s,  the  Farm  Labor  Service  was  advised 
by  various  grower  groups  and  was  a  separate  entity  on  both  the  na- 
tional and  State  levels.  This  is  no  longer  the  case,  and  has  not  been 
since  the  early  1960s.  Only  one  State,  California,  administers  its  farm 
labor  offices  as  a  separate  entity.  In  all  other  States,  the  Farm  Labor 
Service,  or  Rural  Manpower  Service  (RMS)  as  it  is  now  called  in 
most  States,  is  fully  integrated  into  and  administered  as  a  part  of  the 
total  ES  operation. 

In  presenting  its  charge  that  the  RMS  is  dominated  by  the  growers, 
the  report  omits  several  counterbalancng  factors.  They  do  not  mention 
the  foreign  labor  program  which,  at  one  time,  permitted  close  to  500,- 
000  foreign  workers  to  enter  the  United  States.  Because  of  this  pro- 
gram, many  American  workers  were  either  displaced  from  their  jobs 
or  they  suffered  from  depressed  wages  and  working  conditions.  The 
grower  groups  supported  the  foreign  labor  program  and  worked  vigor- 
ously for  its  continuation.  In  1965,  the  Department  of  Labor  reduced 
admissions  of  foreign  workers  to  less  than  14,000  and  admitted  these 
only  to  supplement  domestic  workers  in  emergency  crop  situations.  In 
CY  1970, 17,500  were  admitted.  . 

All  local  offices  provide  services  to  farm  workers  who  register  with 
them.  According  to  the  1972  Plans  of  Service  submitted  by  the  State 
agencies,  more  than  16  percent  of  all  staff  will  be  providing  services  to 
rural  areas. 
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In  1969  there  was  public  recognition  that  rural  areas  have  not  been 
adequately  served,  not  only  by  manpower  programs,  but  also  in  hous- 
ing, health,  education  and  transportation,  etc.  Part  of  the  problem  is 
one  of  visibility.  The  major  problem  is  one  of  geographic  dispersion. 
It  is  extremely  difficult  and  much  more  costly  to  provide  services  in 
rural  areas  which  are  comparable  to  those  in  urban  areas.  The  Depart- 
ment is  experimenting  with  some  innovative  approaches  such  as 
those  mentioned  above,  which  we  believe  will  be  helpful  means  of  over- 
coming the  difficulties  inherent  in  serving  rural  areas. 

The  Lawyers  Report  says  that  because  many  rural  manpower  proj- 
ects were  run  as  "Experiment  and  Development"  projects  serious  ques- 
tions are  raised  about  the  "commitment  to  permanent  reform."  We 
would  like  to  point  out  that  these  E&D  projects  are  attempts  to  devise 
effective  delivery  systems.  It  would  be  a  waste  of  taxpayers'  money  to 
simply  transport  programs  designed  for  an  urban  population  to  a 
rural  area.  New  systems  suited  to  the  needs  of  rural  residents  have  to 
be  developed.  The  Manpower  Administration  is  doing  more  than  just 
giving  lip-service  to  this  proposition.  The  Rural  Manpower  Service  is 
directed  to  develop  suitable  rural  manpower  programs.  Those  which 
are  successful  will  be  expanded  and  will  be  placed  in  operation 
throughout  the  country. 

In  serving  migrants,  as  mentioned  above,  a  $20.2  million  Compre- 
hensive Migrant  Manpower  Program  is  being  implemented.  The  for- 
mat for  this  program  was  developed  partly  from  lessons  learned  in  an 
experimental  and  demonstration  project  beginning  in  1969.  The  proj- 
ect, conducted  by  State  employment  security  agencies  in  Texas  and 
nine  labor-demand  States,  tested  methods  of  providing  in-stream  sup- 
portive services  and  settle-out  assistance  to  a  sample  of  750  migrant 
families  based  in  the  Lower  Rio  Grande  Valley  of  Texas. 

The  report  also  states  the  Farm  Labor  Contractor  Registration  Act 
"has  not  been  enforced  despite  constant,  flagrant  violations"  and  that 
only  five  persons  are  assigned  to  enforce  it,  with  none  in  California. 

The  Act  is  generally  difficult,  if  not  impossible  to  enforce.  There  has 
been  appropriated  funds  to  finance  a  compliance  staff  of  only  five 
members.  More  investigators  are  needed  (but  not  in  California,  where 
the  migrant  labor  force  operates  within  the  State,  and  the  crew  leaders 
or  labor  contractors  therefore,  are  not  subject  to  coverage  under  the 
Act). 

The  penalty  for  violating  the  Act  is  a  fine  (maximum  fine  is  $500.00) 
and  it  is  less  than  the  cost  of  the  insurance  which  compliance  with  the 
Act  requires.  Consequently,  there  are  violations.  The  greatest  problem 
in  gathering  evidence  and  bringing  case  to  hearing  is  that  the  witness 
and  the  contractors  are  highly  mobile  people.  It  is  rare  that  the  where- 
abouts of  the  witnesses  are  known  at  the  time  of  the  hearing.  In  fact, 
frequently,  by  the  time  the  investigator  arrives  on  the  scene  of  an 
alleged  violation,  the  parties  to  the  violation  have  left  for  other  work. 

The  Department  recognizes  that  the  Act  is  deficient  in  several  ways 
and  is  considering  some  possible  alternatives,  including  seeking 
amendment  of  the  Act. 

The  report  also  criticizes  RMS  enforcement  of  the  Federal  Housing 
Standards  that  have  been  imposed  on  growers  whose  workers  are  in- 
volved in  interstate  travel.  These  regulations  were  issued  under  the 
Wagner-Peyser  Act  after  the  1969  court  decision  in  Gomez  vs.  Florida 
State  Employment  Service,  which  held  that  the  DOL  was  responsible 


583 

for  insuring  adequate  housing  for  workers  recruited  through  the  in- 
terstate system.  .     ,j       .         ,  „„«„«* 

Regulations  concerning  housing  for  agricultural  workers  were  first 
published  by  the  Department  of  Labor  in  July  1967.  These  regulations 
were  revised  in  October  of  1968  and  they  stand  in  this  form  at  the 
present  time.  (20  CFR  620).  . 

On  April  2,  1968  South  Florida  Migrant  Legal  Services,  Inc.,  en- 
tered a  suit  against  the  Florida  State  Employment  Service  and  others 
in  behalf  of  Pete  Gomez,  a  crew  leader,  and  28  migrant  farm  laborers. 
The  suit  alleged  that  Gomez  and  his  crew  were  recruited  through  in- 
terstate clearance  and  housed  in  housing  that  did  not  meet  State  and 
Federal  regulations.  The  suit  has  been  dismissed  with  parties  agree- 
ing to  work  to  ensure  enforcement  of  the  above  housing  regulations. 

With  respect  to  enforcement  of  regulations  governing  housing  ot 
agricultural  workers,  the  Employment  Service  is  enabled  to  refuse  ]ob 
orders  for  out-of -State  workers  if  housing  is  not  up  to  Federal  stand- 
ards It  can  refuse  job  orders  for  intrastate  workers  if  housing  is  not 
up  to  State  standards.  Many  States  have  no  housing  regulations  tor 
migrant  workers  and  a  number  of  others  have  minimal  housing  regula- 
tions. This  obviously,  is  beyond  the  scope  of  the  ES. 

The  report  also  cites  the  case  of  Garcia  vs.  Michigan  MKbC .  lnis 
case  has  been  dismissed  based  upon  an  agreement  by  MESC  that  it 
will  conform  with  the  requirements  of  the  court  when  clearing  orders 
for  the  interstate  recruitment  of  agriculture  and  related  workers,  i.e., 
process  only  such  orders  where  housing  to  be  Provided  complies  wi^ 
provisions  of  20  CFR  Sec.  620  et  seq.,  29  U.S.C,  Sec.  49  and  20  CFR 
Sec.604(j).  

Question  4a:  What  kinds  of  jobs  are  presently  available  in  the  pri- 
vate sector  for  OFF  enrolleesf  {specify  categoHes) .  With  what  salary 
levels?  Provide  documentation  showing  employ  ability  characteristics 
of  those  required  to  participate  in  OFF  v.  openings  in  the  private 
labor  market. 

Response :  . 

There  is  no  national  system  of  job  vacancies  in  the  United  States. 
Therefore,  it  is  not  possible  to  provide  a  direct  answer  to  the  question. 
In  administering  training  programs,  a  variety  of  tools  are  used  to 
estimate  whether  sufficient  job  openings  would  be  available  to  warrant 
training  in  a  particular  occupation.  These  are  applied  at  the  local  level 

and  include : 

Area  Skill  Surveys.  . 

Industry-occupation  matrix  procedures  for  estimating  devei- 

Specific  training  needs  surveys  developed  under  the  MDTA 

program.  _  ,  _ 

"Annual  Reports  on  State  and  Area  Occupational  Requirements 
for  Vocational  Education"  prepared  on  a  voluntary  basis  to  assist 
in  the  development  of  curricula  in  the  Vocational  Education 

Presently,  job  vacancy  statistics  are  limited  to  manufacturing  estab- 
lishments, but  will  be  expanded  soon  to  include  nonmanufacturing. 
While  statistics  on  current  job  openings  are  not  available,  the  -Bureau 
of  Labor  Statistics  does  make  estimates  of  average  annual  job  open- 
ings in  particular  occupations,  and  estimates  that  there  will  be  2.4 

65-745  O  -  71  -  pt.  1  -  38 


584 


million  new  openings  each  year  between  now  and  1980,  in  clerical, 
sales,  service,  and  operative  occupations.  Also,  between  47  and  57  per- 
cent of  unfilled  Employment  Service  job  openings  are  in  clerical, 
sales,  and  service  occupations.  Another  31  percent  are  in  industrial 
trades  and  processing  activities.  These  jobs  are  already  on  file  with 
the  Public  Employment  Service. 

The  Bureau  of  Labor  Statistics  does  have  estimates  of  annual  job 
openings  by  occupation,  and  the  table  below  contains  some  representa- 
tive jobs  in  which  Opportunities  for  Families  recipients  might  be 
placed  in  or  trained  for.  Also,  earnings  and  "typical"  preparation  re- 
quirements are  estimated  for  each  job  opening  category. 

TABLE  l.-AVERAGE  ANNUAL  OPENINGS,  EARNINGS,  AND  EDUCATIONAL  REQUIREMENTS  AND  TRAINING  TIME 
FOR  SELECTED  OCCUPATIONS  IN  THE  PRIVATE  SECTOR  FOR  OFF  ENROLLEES 


Occupational  group 
and  occupation 


Average 

annual 

Employment  openings 

1970'  1968-80  2    Earnings  1970  ■ 


Usual  educational 
requirements  and 
training  time 


Clerical: 

Bank  clerk _ 500,000  29,500 

Bank  teller 150,000  20,000 

Bookkeeping  worker 1,250,000  78,000 

Cashier 850,000  69,000 

Dental  assistant. 91,000  9,000 

Electronic  computer  200,000  20,400 
operating  personnel 3. 

Library  technician 76,000  9,000 

Office  machine  operator 365,000  25,000 

Receptionist. 300,000  30,000 

Shipping  and  receiving  380, 000  12, 400 

clerk. 

Stenographer  and  secretary.  2,800,000  237,000 

Telephone  operator 400,000  28  000 

Typist 700,000  63,000 

Sales:  Retail  trade 2,500,000  150,000 

Craftsmen: 

Building  trades: 

Bricklayers 175,000  8,400 

Carpenters _ 830,000  39,300 

Electricians  (con-  190,000  10,500 

struction). 
Floor  covering  in-  40,000  1,700 

stallers. 
Operating  engineers...  310,000  14,800 

Painters  and  paper-  385, 000  18, 200 

hangers. 
Plumbers  and  pipe-  350,000  19,500 

fitters. 
Roofers 60,000  3,000 

Sheet  metal  workers...  60, 000  2, 500 

Mechanics  and  repairmen: 

Air  conditioning,  re-  100,000  5,000 

frigeration,  and 

heating  mechanics. 
Appliance  servicemen.  220,000  8  600 

Automobile  body  re-  100,  000  3,  500 

pairmen. 
Automobile  mechanics.  600, 000  20, 000 

Business  machine  181,000  8,500 

servicemen. 
Industrial  machinery  180,000  7,550 

repairmen. 
Instrument  repairmen.  95,000  4,600 

Maintenance  electri-  250,000  10,800 

cians. 
Television  and  radio  130,000  3,000 

service  technicians. 
Truck  mechanics,  bus  100,000  2,900 

mechanics. 
Other  crafts  occupations:  200,  000  7,  050 

Stationary  engineers. 


$70  per  week High  school,  several  days  or 

weeks. 

$100  per  week Do. 

$439  per  month High  school,  6  months  to   1  year. 

$1.60  per  hour Several  days. 

$75  per  week 1  to  2  years,  usually  on  the  job. 

$113  per  week High  school  preferred,  few 

weeks  to  6  months  training 
usually  on  the  job. 

$5,000  per  year High  school,  1  to  2  years. 

$92  per  week Several  days  to  severa  I  weeks. 

$90  per  week Do. 

$3.07  per  hour Varies  widely. 

$461  per  month High  school,  1  year  typing  course 

$2.16  per  hour High  school  preferred. 

$396  per  month 6  months  to  1  year. 

$1.60  per  hour Several  hours  or  days. 

$6.77  per  hour  3-year  apprenticeship  recom- 

mended. < 

$6.42  per  hour 4-year  apprenticeship  recom- 
mended. * 

$6.82  per  hour 4-year  apprenticeship  recom- 
mended, high.  4 

$4.50  per  hour 3  to  4-year  apprenticeship  recom- 
mended. 4 

$4.70  per  hour 3-year  apprenticeship  recom- 
mended, high.  * 

$5.95  per  hour 3-year  apprenticeship  recom- 
mended. 4 

$6.93  per  hour 5-year  apprenticeship  recom- 
mended. 4 

$6.17  per  hour 3-year  apprenticeship  recom- 
mended. 4 

$6.75  per  hour 4-year  apprenticeship  recom- 
mended, high,  4 

$3.25  per  hour High  school,  most  learn  on-the- 
job. 

$3.00  per  hour On-the-job. 

$5.51  per  hour On-the-job  or  3  to  4  year  ap- 
prenticeship. 

$5.16  per  hour 3-  to  4-year  apprenticeship  or.4 

$110  per  week On-the-job,  high  school. 

$3.02  per  hour On-the-job  or  apprenticeship. 

$2.93  per  hour 4-year  apprenticeships,  high 

school,  other.4 
$3.07  per  hour 4-year  apprenticeship.4 

$3.50  per  hour 2  to  3  years  training  on-the-job. 

$4.01  per  hour On-the-job  or  4-year  appren- 
ticeship. 

$4.14  per  hour Many  learn  on-the-job,  3-  to  4- 

year  apprenticeship  recom- 
mended. 
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TABLE  1 -AVERAGE  ANNUAL  OPENINGS,  EARNINGS,  AND  EDUCATIONAL  REQUIREMENTS  AND  TRAINING  TIME 
FOR  SELECTED  OCCUPATIONS  IN  THE  PRIVATE  SECTOR  FOR  OFF  ENROLLEES 


Occupational  group 
and  occupation 


Employment 
19701 


Average 
annual 
openings 
1968-80  2    Earnings  1970  ' 


Usual  educational 
requirements  and 
training  time 


Operatives: 

Driving  occupations: 

Routemen 240,000 

Truckdrivers,  local 1,200,000 

Truckdrivers,  over-  655,  000 

the-road. 
Other  operative  occu- 

Assemblers 865,000 

Gasoline  service  at-  410,000 

tendants. 

I  nspectors  (manufac-  665, 000 

turing). 

Machine  tool  operators.  425,000 

Meat  cutters— i?2'992 

Power  truck  operators.  200,000 

Production  painters. ..  115,000 

Waste  water  treat-  30,000 

ment  plant 
operators. 
Welders  and  oxygen  535,000 

and  arc  cutters. 
Laborers,  nonfarm:  Construe-  815,000 

tion  laborers  and  hod 
carriers. 
Service  occupations: 

Barbers 180,000 

Building  custodians 1, 100,  000 

Cooks  and  chefs ™2' 992 

Cosmetologist — -  4°5,  000 

Licensed  practical  nurses..  370, 000 

Hospital  attendants,  nurse  830,  000 

Housekeepers,  assistants,  30,  000 

Private  household  workers.        1,  500,  000 

Waiters  and  waitresses 1,000,000 

Farmworkers.... — -        3,110,000 


3,800    $100  per  week Chauffeur's  licenses  often 

required.5 

37,000    $4.41perhour Chauffeur's  license. 

21,600    $200  per  week Do. 

26,000    $2.15  per  hour Several  hours  to  several  days.' 

lo!  900    $1.80  per  hour Drivers  license. 

19,200    $1.95  per  hour Several  hours  to  several  days. 

10,500  $3.33perhour (9).  . 

4  500  $3.45  per  hour Apprenticeship  or  on  the  job. 

4' 100  $3.27  per  hour Short  term  training.6 

4, 000  $2.05  per  hou r (9). 

2,500  $3,600  per  year O). 

23,000    $3.29perhour Several  months  to  several 

years.6 
29, 000    $5.06 -  Several  hou  rs. 

12  800    $150  per  week 6  months  to  1  year,  or  1  to  2 

years  apprentice. 

80  000    $2.14  per  hour Several  days-shop  courses.6 

48' 000    $2.02perhour Several  weeks  to  2  years. 

38' 000    $65  per  week 6  to  12  months,  apprenticeship 

1  to  2  years. 

48,000    $110  per  week 1  year 

100,  000    $80.50  per  week Several  days  to  several  months. 

2, 400    Not  available Short  term.6 

121,000    $90  per  hour Usually  on-the-job. 

67  000    $0.82  per  hour Several  days,  on-the-job. 

25,000    Not  available On-the-job. 


1  Estimated— some  minimum,  some  average. 

3  ffludesauxiliary  equipment  operators,  console  operators,  and  key  punch  operators. 
*  Can  be  learned  on  the  job. 

5  Varies  widely. 

6  On-the-job. 

More  specific  characteristics  of  persons  desired  by  employers  are  not 
availablef  and  would  only  be  available  if  the  U.S.  had  a  national  job 
vacancy  program  that  also  collected  information  on  what  employei 
requirements  were  in  terms  of  the  age,  education,  etc.  of  the  persons 
they  want  to  fill  the  jobs.  ,      ,    , 

However,  the  information  that  is  available  establishes  clearly  that 
there  are  large  numbers  of  private  sector  jobs  for  which  OFP  recipi- 
ents can  qualify  immediately  or  be  trained  for.  The  new  Provisions 
requiring  Federal  contractors  to  list  their  openings  with  the  Eb  should 
issue  the  quantity  and  quality  of  private  sectors  jobs  which  would  be 
available  to  OFP  recipients  after  priority  is  given  to  Vietnam  era 
veterans. 

Question  Ifi:  Please  provide  documentation  on  the  WIN  experience 
to  date,  with  detailed  breakdowns  on:  kinds  of  jobs  placed,  salary 
levels,  kinds  of  training  and  special  services  received  before 
placement. 
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Response : 

Average  hourly  earning  of  WIN  terminates  in  FY  1971  were  ap- 
proximately $2.28. 

Over  half  of  the  employed  terminees  were  in  the  clerical  and  sales 
and  service  categories. 

The  bulk  of  the  remaining  employed  terminees  were  scattered  in  sev- 
eral categories.  About  one-eighth  of  the  overall  total  were  engaged  in 
the  professional,  technical  and  managerial  category  with  another  9 
percent  in  the  "miscellaneous"  group  (including  such  activities  as 
motor  freight  transportation,  packaging  and  materials  handling,  etc.) . 
Structural  work  accounted  for  7  percent  of  the  employed  total  while 
the  machine  trades  and  bench  work  provided  employment  for  4  and 
5  percent,  respectively. 

Average  hourly  wages  in  major  categories  ranged  from  a  low  of 
$1.91  in  service  work  to  a  high  of  $2.92  in  a  structural  work.  (See  at- 
tached tables  1  and  2. ) 

TABLE  l.-AVERAGE  HOURLY  WAGES  OF  WIN   EMPLOYED  TERMINEES,  BY  MAJOR  OCCUPATIONAL  CATEGORY, 

FISCAL  YEARS  1971 1  AND  1970  2 

Reports  for  employed  terminees 


Fiscal  year  1971  Fiscal  year  1970 

Average  hourly  wage 


Percent  Percent 


Major  occupational  category  Number       of  total     Number      of  total  1971  1970 


12 

410 

7 

2.58 

2.59 

30 

1,362 

23 

2.17 

2.15 

25 

1,200 

20 

1.91 

1.94 

2 

103 

2 

2.38 

1.93 

3 

301 

5 

2.48 

2.48 

4 

325 

5 

2.55 

2.48 

5 

414 

7 

2.11 

2.15 

7 

778 

13 

2.92 

2.75 

9 

809 

13 

2.56 

2.52 

3 

319 

5 

2.30 

2.25 

U.S.  total 6,904  100         6,021  100         $2.28  $2.31 

1.  Professional, technical, managerial 824 

2.  Clerical  and  sales 2,043 

3.  Service.. _ _.  i'f 705 

4.  Farming,  fishery,  forestry 106 

5.  Processing _ _.  217 

6.  Machine  trades 311 

7.  Bench  work.-... _ 364 

8.  Structural  work _ 504 

9.  Miscellaneous _ 632 

Occupation  not  reported 198 

'  Based  on  MA-104  reports  received  from  July  1, 1970,  through  Mar.  31, 1971. 
2  Based  on  MA-104  reports  received  from  Jan.  1, 1969,  through  May  31, 1970. 

TABLE  2.-AVERAGE  HOURLY  WAGES  OF  WIN  EMPLOYED  TERMINEES  BY  MAJOR  OCCUPATIONAL  CATEGORY, 

FISCAL  1971 13 

Number  of 

reports  for  Average 

employed  hourly 

Major  occupational  category  i                                                                                       terminees  wage 

U.S.  total 6,904  $2.28 


1.  Professional,  technical  managerial _ 824  2.58 

075— Nursing _ 30  3.65 

079— Medicine  and  health,  n.e.c __ ._ 281  2.  55 

092— Primary  school  and  kindergarten  education.. .  38  2.75 

099— Education,  n.e.c 39  2.15 

195— Social  and  welfare  work _ 236  2.42 

2.  Clerical  and  sales __ __. 2,043  2.17 

201— Secretarial  work 134  2. 31 

202— Stenography 53  2.16 

203-Typing _ 63  2.37 

206— Filing _ 44  1.93 

209— Stenography,  typing,  and  related,  n.e.c _ 616  2.16 

210— Bookkeeping 52  2.20 

211— Cashiering 34  1.96 

212— Teller  service... _ 25  2.12 

213— Automatic  data  processing.. 132  2.17 

219— Computing  and  account  recording,  n.e.c __ 297  2. 11 
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TABLE  2.-AVERAGE  HOURLY  WAGES  OF  WIN  EMPLOYED  TERMINEES  BY  MAJOR  OCCUPATIONAL  CATEGORY, 

FISCAL  19711-2— Continued 


Major  occupational  category ' 


Number  of 

reports  for 

employed 

terminees 


Average 

hourly 

wage 


223— Stock  checking  and  related... 53  $2.15 

231— Mail  sorting,  stamping,  recording,  and  related 29  d.i* 

235— Telephone  work -- -- - - °'  $•« 

237— Reception  and  information  dispensing 4b  *•"•> 

249— Miscellaneous  clerical  work,  n.e.c. -  41  £■  ^ 

289— Saleswork,  commodities,  n.e.c •>;  }•££ 

290— Sales  clerking — ---  41  1.83 

299— Miscellaneous  merchandising  work,  n.e.c 49  t.w, 

3.  Service - - - - l, /OS  \ 

'  306— Housewo'rk,  domestic -- --- -  66  }-83 

311— Food  serving - - 1"  }•'? 

313— Cooking,  large  hotels  and  restaurants 35  i.ai 

318— Kitchen  work,  n.e.c - - 61  l.  81 

323— Maid  and  related  services,  hotels - - o5  i.b8 

330— Barberingand  related  services 3/  i.3t> 

332— Beautician  services l°%  ).•'* 

354— Masseur  and  related  services 38  l.*i 

355— Attendant  work,  hospitals  and  related  health  services 54/  1.88 

359— Miscellaneous  personal  services,  n.e.c. »*  £"| 

372— Guard  and  related  services j°  5- " 

381— Cleaning  and  related  services - W  $•" 

382  -Janitorial  service °'  $•$" 

4.  Farming,  fishery,  forestry — - -- ----  '"J  $-j5S 

407  -Gardening  and  groundskeeping. - ---  *°  |-»| 

5.  Processing. - - 'ii  ,"Kc. 

509— Metal  processing,  n.e.c ---  j"  ?'r? 

519-Ore  refining  and  foundry  work,  n.e.c &  £•" 

6.  Machine  trades J"  s-jg 

609— Metal  machining,  n.e.c - ---  £U  ^.ao 

620— Motorized  vehicle  and  engine  equipment  repairing... 9/  y\\ 

7.  Benchwork - ----  ^  c.n 

706— Metal  unit  assembling  and  adjusting 75  t-  \\ 

726— Assembly  and  repair  of  electronic  components . "**  '•" 

786— Machine  sewing,  garment ?"  }-^° 

787— Machine  sewing,  nongarment -- '»  292 

8.  Structural  work oK  3'05 

806— Transportation  equipment  assembling. --  ^?  .-j" 

812— Combination  arc  and  gas  welding - 5"  267 

850— Excavating  and  grading - - - cc  o'ni 

860— Carpentry  and  related  work - -  ii  3'00 

869— Miscellaneous  construction  work,  n.e.c - - -  ^  2*  52 

899— Miscelleneous  structural  work,  n.e.c - 632  2!  56 

9.  Miscellaneous — - - 61  2  89 

905— Heavy  truck  driving - 46  2'50 

906— Light  truck  driving - 32  2  42 

913— Passenger  transportation,  n.e.c 5q  211 

915— Parking  lot  and  related  service  work - - gg  2'.09 

920— Packaging - - —  -  70  2  50 

922— Materials  moving  and  storing,  n.e.c - 10fi  2-51 

929— Packaging  and  materials  handling,  n.e.c .- - 2g  3*73 

939— Extraction  of  minerals,  n.e.c. - - - jgg  2.30 

Occupations  not  reported - - - 

\  K  TdS-D^c^dJyoTpr^a^ineTto'  oSScS  R  more  employed  terminees  and  do  not  add  to 

summary  totals  for  major  occupational  categories. 

As  of  June  30,  1971,  the  total  number  of  persons  enrolled  in  WIN 
was  115,996.  Of  this  enrollment,  approximately  48,000  were  engaged 
in  basic  education,  vocational  education,  on-the-job  training,  or  other 
training.  Approximately  5,000  enrollees  were  involved  m  job  experi- 
ence programs  and  about  10,360  were  receiving  orientation  and/or 
assessment  services.  6,800  were  suspended  from  WIN  while  they  were 
participating  in  Job  Corps,  MDTA  training,  NAB/JOBS  programs 
or  other  similar  programs.  Another  15,040  had  entered  into  employ- 
ment and  were  receiving  follow-up  services.         _  n 

There  were  over  30,850  enrollees  who  were  m  a  holding  status, 

while  awaitinsr  availability  of  components.  Those  in  "holding  as  well 
as  those  engaged  in  training,  work  experience,  orientation  and  assess- 


588 


ment,  or  those  in  follow-up  status  after  entering  into  employment  were 
receiving  special  services  according  to  their  individual  needs.  These 
special  servces  might  include  any  of  the  following  or  a  combination 
of  such  services :  Health  or  medical  care ;  provision  of  prosthesis,  eye 
glasses,  hearing  aids,  etc;  introduction  to  the  world  of  work;  voca- 
tional counseling ;  family  counseling ;  personal  counseling ;  group  guid- 
ance sessions ;  provision  of  transportation  services ;  relocation  assist- 
ance; child  care;  supplement  welfare  payments;  or  other  personalized 


services. 


Question  J^c:  Document  the  cost  of  training  and  services  (including 
day  care)  measured  against  quality  of  job  placement,  and  against  cost 
of  maintaining  the  same  individual  on  welfare. 

Response : 

Since  the  program  began,  the  average  cost  of  persons  completing  the 
WIN  program  has  been  $1,200.  However,  this  does  not  include  the  cost 
of  those  who  started  the  program,  but  did  not  complete.  When  these 
costs  are  assigned  to  those  of  the  completers,  the  total  cost  per  suc- 
cessful completer  is  $3,300. 

Adding  in  the  average  cost  of  child  care  in  the  WIN  program  brings 
the  cost  to  $4,190. 

The  question  of  how  this  one  time  cost  compares  with  the  dollars 
saved  from  removing  a  person  from  the  welfare  rolls  depends  on  how 
long  the  person  would  have  remained  on  the  rolls  had  they  not  been 
trained.  Since  our  training  is  not  designed  to  include  those  who  seek 
welfare  for  only  temporary  emergencies,  we  can  assume  we  are  dealing 
with  the  longer  duration  people. 

The  amount  saved,  of  course,  also  varies  with  the  wage  levels  of  the 
jobs  people  received— in  terms  of  whether  there  is  a  partial  reduction 
or  elimination  of  the  welfare  payment— and  with  the  amount  of  wel- 
fare paid  in  a  particular  State.  Further,  the  amount  saved  by  the 
government  also  involves  complex  calculations  of  how  much  Federal 
tax  payments  increase,  and  for  example,  how  much  less  is  paid  out  in 
unemployment  insurance  benefits  resulting  from  training  for  higher 
skilled,  and  more  stable,  jobs. 

Beyond  the  short-term  cost  reductions,  there  is  the  question  of  longer 
term  savings  in  welfare  costs,  resulting  from  better  care  of  children 
and  more  stable  families. 

Taking  an  average  situation  in  our  more  populous  States,  with  a 
welfare  expenditure  of  $3,000  per  year,  the  cost  direct  reduction  would 
be  $15,000  over  a  5-year  period,  compared  with  WIN  total  unit  cost 
figure  of  $4,190  assuming,  of  course,  that  the  person  would  have  stayed 
on  welfare  over  that  5-year  period,  and  that  the  benefit  levels  're- 
mained constant. 

Question^  Jfd:  Analyze  and  recommend  the  kinds  and  levels  of  sup- 
port (specifying  type  of  training,  etc.)  needed  for  the  jobs  in  which 
WIN  enrollees  have  been  placed. 

Response : 

The  Department  does  not  have  a  standard  "package"  of  supportive 
services  to  each  individual.  Instead,  WIN  employability  teams  make 
an  on-the-spot  evaluation  of  the  needs  of  any  particular  individual, 
and  that  becomes  a  part  of  the  "Employability  Plan."  Support  con- 
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tinues  after  job  placement  for  from  90  to  180  days.  Examples  of  the 
kinds  of  supportive  services  provided  are  counseling,  medical  care, 
additional  education,  and  child  care. 

Question  !&:  Show  relationship  of  job  placement  of  WIN  partici- 
pants and  unemployment  levels— for  the  10  largest  cities  and  for  5 
to  10  rural  areas. 

Response  : 

May  1971  May  1971  May  1970  May  1970 

rate  of  un-  WIN         rate  of  un-  WIN 

Cj  employment        placements      employment         placements 

5  1  798  4.0  596 

New  York - - M  712  5  4  418 

Los  Angeles,  Calif - - '•%  3{3  4"2  155 

Chicago,  III       -- - \l  288  4;0  261 

Philadelphia,  Pa -  *»  \°,\  46  87 

Detroit,  Mich 5-i  gq  4  8  43 

San  Francisco,  Calif 5-°  121  2  4  194 

Washington,  D.C £°  JSl  3;9  187 

Boston,  Mass °-V  216  3.7  162 

Pittsburgh,  Pa - 2-i.  'i?  62  82 

St.  Louis,  Mo - 6-°  M  

Note:  Comparable  data  for  rural  areas  is  not  available  at  this  time  due  to  the  fact  that  a  new  reporting  system  was  just 
instituted  in  May  of  1971. 

Question  ti:  "Provide  us  with  'Internal  Staff  Briefing  Paper— 
Work  Incentive  Program'  prepared  by  the  Welfare  Reform  btaft  ami 
'Work  Incentive  Program'  Second  Annual  Report  of  the  Department 
of  Labor  to  the  Congress  on  Training  and  Employment  under  1  itle  1  V 
of  the  Social  Security!''' 

Response :  Copies  attached. 

INTERNAL  STAFF  BRIEFING  PAPER— WORK  INCENTIVE 

PROGRAM 

The  Work  Incentive  Program  (WIN)  is  a  training,  employment, 
and  rehabilitation  program  authorized  by  the  Social  Security  Act, 
as  amended  in  1967.  The  goal  of  this  program  is  to  provide  the  neces- 
sary services  and  opportunities  to  Aid-to-Families-with-Dependent 
Children  (AFDC)  recipients  to  move  these  individuals  into  mean- 
ingful iobs  and  economic  independence. 

The  Work  Incentive  Program  is  the  joint  responsibility  of  the  De- 
partment of  Health,  Education  and  Welfare  (D/HEW)  and  the 
Department  of  Labor  (DOL).  The  D/HEW  is  responsible  for  refer- 
ring suitable  AFDC  recipients  to  WIN  for  enrollment  and  for  pro- 
viding child  care  facilities,  medical  services,  training  and  work 
related  expenses,  and  other  social  services  as  required.  I  he  DUL .is 
responsible  for  providing  appropriate  manpower  services  to  enable 
recipients  to  become  wage-earning  members  of  society.  State  employ- 
ment security  agencies  are  prime  sponsors  for  WIN. 

WIN  was  an  outgrowth  of  several  earlier  efforts  to  introduce  the 
concept  of  occupational  rehabilitation  as  a  solution  to  the  problems 
of  welfare  recipients.  These  earlier  programs  began  with  the  passage 
of  the  1962  amendments  to  the  Social  Security  Actwtoch  established 
a  Community  Work  and  Training  Program  for  AFDC  recipients  18 
years  of  age  or  older.  Title  V  of  the  Economic  Opportunity  Act  ot 
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1964  expanded  the  concept  and  made  it  a  part  of  the  poverty  program 
under  the  Work  Experience  and  Training  Program.  Eligibility  for 
this  program  was  extended  beyond  welfare  recipients  to  unemployed 
fathers  in  States  that  did  not  have  an  assistance  program  for  families 
with  unemployed  fathers. 

Experience  with  both  these  early  efforts,  and  the  Department  of 
Labor  programs,  indicated  that  delivering  effective  manpower  assist- 
ance to  welfare  recipients  would  require  a  much  greater  effort  than 
was  possible  under  existing  programs.  The  result  was  the  adoption 
of  the  1967  amendments  to  the  Social  Security  Act  establishing  the 
WIN  program.  The  Secretary  of  Labor  was  to  establish  work  incen- 
tive programs  by  July  1,  1968,  in  each  political  subdivision  in  each 
State  in  which  he  determined  that  there  were  significant  numbers  of 
individuals  16  years  of  age  or  older  receiving  AFDC.  All  appropriate 
persons  in  the  AFDC  caseload  were  to  be  referred  to  WIN  with  unem- 
ployed fathers  required  to  be  referred  within  30  days  of  receipt  of 
public  assistance.  The  1967  amendments  also  provided  for  phasing  out 
Community  Work  and  Training  projects  by  July  1,  1968,  and  Title  V 
projects  by  July  1, 1969. 

Program  Objectives 

The  1967  amendments  to  the  Social  Security  Act  establish  three 
major  program  objectives : 

a.  Employment  of  AFDC  individuals  in  the  normal  economy. 

b.  Training  AFDC  individuals  for  employability  in  the  nor- 
mal economy. 

c.  Participation  of  AFDC  individuals  in  special  work  projects. 
Priorities  for  achieving  these  objectives  have  been  established  as 

follows : 

a.  Priority  One — Furnishing  job  placement  for  enrollees  who 
are  job-ready  or  who  are  eligible  for  on-the-job  training. 

b.  Priority  Two — Providing  work  experience  or  skills  train- 
ing for  individuals  requiring  such  assistance  to  qualify  for  a  job. 

c.  Priority  Three — Establishing  special  work  projects  where- 
by public  and  private  nonprofit  organizations  will  provide  em- 
ployment which  will  motivate  individuals  to  move  into  regular 
work  situations  or  into  a  training  component, 

Program  Approach 

While  the  major  thrust  of  the  WIN  program  is  to  help  indi- 
viduals prepare  for  and  obtain  employment,  the  normal  employ- 
ment-related technical  services  such  as  basic  education,  training,  job 
development  and  placement  are  usually  not  all  that  is  required.  WIN 
enrollees  not  only  lack  the  skills  and  experience  for  steady  jobs,  but 
generally  also  have  child-care  responsibilities,  health  problems,  trans- 
portation difficulties,  and  other  problems.  For  this  reason,  additional 
services  designed  to  alleviate  these  problems  are  integrated  into  the 
program. 

Based  an  priorities  established  by  D/HEW,  the  local  welfare 
agency  refers  appropriate  AFDC  recipients  to  the  local  Employment 
Service  (ES)  tor  participation  in  the  program.  The  local  team  to 
whom  the  enrollee  is  assigned,  develops  with  the  trainee,  and  em- 
ployability plan  which  will  enable  the  individual  to  qualify  for  a 
job  he  can  perform  and  hold.  This  plan  is  designed  after  appropriate 
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testing  and  counseling,  and  provides  for  combinations  of  training 
and  services  to  equip  the  enrollee  with  the  necessary  skills  to  attain 

his  job  goal.  .  ,  t.  .  u 

Those  participants  in  need  of  special  preparation  to  ensure  job 
readiness  are  moved  into  educational,  work  internship  or  work  ex- 
perience components,  or  into  vocational  and  institutional  training, 
and  are  provided  such  special  technical  and  supportive  services  as 
may  be  required.  As  the  employability  plans  develop,  those  identified 
as  fob  ready  are  placed  in  a  job  or  an  on-the-job  training  situation. 
During  job  entry,  enrollees  continue  to  receive  supportive  services 
from  the  WIN  team  for  a  period  of  180  days.  . 

Where  training  is  unsuitable  for  the  enrollee  and  a  ]ob  m  the 
regular  economy  cannot  be  found,  the  ES  agencies  enter  into  agree- 
ments with  public  agencies  or  private  nonprofit  organizations  tor 

special  work  projects.  . ,'  n    <•  i  n 

The  employability  plan  is  individually  tailored  for  each  enrollee 
and  is  made  up  of  appropriate  groupings  of  components  to  serve  his 
specific  needs.  Appendix  A  lists  WIN  components  and  briefly  explains 
their  use. 
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Welfare  agencies  continue  to  give  assistance  payments  to  recipients 
in  training  and  furnish  funds  for  carfare  and  out-of-pocket  training 
expenses.  Public  assistance  policy  permits  female  recipients  who  be- 
come employed  to  retain  the  first  $30  of  their  monthly  earnings  plus 
one-third  of  the  remainder  and  gives  consideration  to  the  expenses  in- 
curred in  going  to  work  (unemployed  fathers  who  get  ]obs  have  these 
benefits  only  if  they  are  not  fully  employed).  The  welfare  agencies 
may  continue  to  cover  the  expenses  of  child  care  until the  mother  is 
able  to  carry  the  cost.  The  individual  is  an  enrollee  of  WIN  throughout 
his  employability  plan,  even  during  inactive  periods  between  com- 
ponents Consequently,  some  individuals  are  classified  m  "holding" 
sPtXs  and  counted  in  enrollment  figures  A  WIN  participant  remains 
enrolled  for  90  to  180  days  after  being  placed  in  employment,  subject 
to  follow-up  and  appropriate  supporting  services. 

Probably  the  three  most  important  and  distinctive  manpower  tools 
or  techniques  of  WIN  are  the  employability  development  plan,  the 
team  concept,  and  program  flexibility.  . 

The  employability  development  plan  is  the  "blueprint'  which  assists 
enrollees  in  developing  their  occupational  potential  and  guides  their 
participation  in  program  components  and  supportive  services  A  plan 
is  developed  for  each  individual  who  is  not  immediately  referred  to 
permanent  placement.  The  initial  plan  developed  during  th^ngma 
enrollment  period  is  based  on  such  items  as  evaluation  of  enrol  ee  needs 
and  testing  of  aptitudes,  labor  market  conditions,  and  available  re- 
sourceTfof  education  and  training.  The  initial  plan  is  Progressively 
amended  as  the  enrollee's  interests  and  aptitudes  become  better  known 

°The  WIN  employability  team  usually  consists  of  a  counselor,  train- 
ing specialist,  job  developer,  job  coach,  and  a  clerk.  These  five  persons 
wkvery  closely  with  the  enrollee,  applying  their  specialized  service 
Ts  a  teai/to  each  enrollee's  problems.  The  team  is  "home ba*e»forthe 
enrollee  from  initial  enrollment  to  termination  from  the wmTh 
WIN  team  concept  has  been  found  to  be  particularly  effective  m  work 
ing  with  the  multi-faceted  problems  of  welfare  recipients ;  the  enrollee 
s  made  aware  of  all  the  services  available  and  e^^ 
able  to  expedite  and  coordinate  his  particular  services  to  the  enrollee 
with  those  of  other  team  members.  „,;:«„0 

The  flexibility  of  the  WIN  concept  is  the  program's  third  unique 
feature.  In  other  manpower  programs  where  serv^e^rae.f^r^ 
vided  in  distinct  packages,  a  trainee  may  or  may  not  obtam  support  ve 
services  depending  on  the  particular  program.  Should  the  particular 
™f  training  be*  inappropriate  or  should  the  ^f^^^t 
Acuities,  there  are  few  alternatives  available.  Under  WIN,  however, 
the  enrollee  may  recycle  or  switch  to  other  components  i the  conusor 
decides  the  course  is  not  "working."  Appendix  A  describes  Wl^ 
components. 
Program  Development  ., 

Initial  funding  of  WIN  projects  began  in  mid- July  of  1968,  with 
significant  enrollments  and  program  operations  beginning  the  fol- 
lowing October.  Early  development  of  the  program  was  hindered J)y 
legal  barriers  in  State  laws  relating  to  public  assitance  and  to  legis- 
lative requirements  to  provide  matching  funds.  Between  July  and 
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October  30,  1968,  WIN  programs  were  funded  in  37  States  and  juris- 
dictions. By  June  of  1969,  only  New  Hampshire  and  Nevada  were 
outside  the  program.  Nevada  entered  late  in  Fiscal  Year  1970  and 
New  Hampshire  is  seeking  relief  from  the  legal  barriers  which  has 
restricted  entry  into  the  WIN  program  and  expects  to  begin  opera- 
tions early  in  FY  '72. 

Funding 

WIN  financial  resources  were  allocated  among  the  States  on  the 
basis  of  two  criteria:  Need  and  capacity.  Work  Incentive  Program 
allocations  of  man-year  slots  for  program  operations  in  FY  '69  (the 
program's  initial  year  of  operation)  were  based  on  each  State's  AFDC 
caseload,  and  the  size  of  the  Title  V  (EOA)  and  Community  Work 
and  Training  programs  to  be  replaced  by  WIN.  Each  State  received 
money  on  the  basis  of  training  opportunities  and  costs  experienced 
*?  W^??A  traming  Programs.  Succeeding  fiscal  year  allocations  used 
the  AFDC  caseload  but  also  took  into  account  the  State's  WIN  per- 
formance record  and  its  capacity  to  expand  operations.  A  limiting 
factor  in  the  entire  allocation  process  has  been  the  requirement  that 
State  welfare  agencies  provide  non-Federal  funds  or  in-kind  service 
amounting  to  20  percent  of  the  Federal  allotment.  Some  State  legis- 
latures did  not  allocate  enough  to  permit  a  Federal  payment  to  the 
level  they  should  have  received  under  the  above  procedures.  The  lack 
of  State  matching  funds  severely  restricts  and  limits  WIN's  capa- 
bility to  allocate  program  resources  to  areas  of  greatest  need. 

Initially,  WIN  funds  were  awarded  to  the  States  under  a  grant 
process  similar  to  that  used  for  Wagner-Peyser  Title  IV  funding. 
During  FY  '69  the  grant  was  converted  to  a  contract  in  order  to 
permit  the  carry-forward  of  the  unused  funds  into  FY  '70.  For  FY 
72,  WIN  staff  and  administrative  costs  are  being  included  in  the  State 
ES  plan  of  service  and  will  be  funded  under  a  grant  system.  Contract 
services  (i.e.,  training  activities)  and  incentives  remain  under  the  con- 
tract. A  summary  of  program  allocations  and  operations  by  fiscal  vear 
is  shown  m  Appendix  B. 

Problems  and  Issues 

The  problems  and  issues  identified  below  have  been  compiled  from 
research,  evaluations,  and  studies  including  those  of  Auerbach  Cor- 
poration and  Computing  and  Software,  Inc.,  as  well  as  monitoring 
experiences  of  regional  and  national  office  staff.  They  are  grouped 
under  three  general  headings;  legislative,  administrative  and  pro- 
grammatic. 

Legislative 

1.  Though  the  success  of  WIN  depends  on  the  legislative  mandate 
tor  a  coordinated  activity  of  the  national  manpower  and  welfare  de- 
livery systems,  it  has  been  largely  carried  out  as  two  separate  pro- 
grams, lhe  result  has  been  a  misunderstanding  between  local  welfare 
and  manpower  agencies  since  there  has  been  little  interagency  liaison 
and  little  communication  between  agencies  concerning  lines  of  respon- 
sibility and  program  activities. 

2.  The  lack  of  adequate  matching  funds  for  both  the  manpower  op- 
erations and  social  services  and  the  uncertainty  of  its  provision  has 
been  a  continuing  WIN  problem.  Its  first  impact  was  to  restrict  the 
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initial  size  of  manpower  operations  even  where  large  numbers  of  WIN 
eligibles  existed.  Secondly,  after  modest  beginnings,  many  State  ES 
agencies  wished  to  expand  the  size  of  projects  or  to  extend  into  new 
areas  but  were  unable  to  do  so  due  to  the  lack  of  matching  for  either 
the  manpower  operations,  social  supportive  services,  or  both.  DOL 
and  D/HEW  have  not  yet  established  a  joint  policy  on  the  provision 
of  matching  funds. 

3.  The  failure  to  adequately  fund  and  staff  D/HEW  and  the  State 
welfare  agencies  for  supportive  services,  other  than  child  care,  meant 
that  already  understaffed  and  underfunded  agencies  were  required  to 
take    on    additional    responsibilities    by    realigning    overburdened 

t*6  s  on  rc  ©s  • 
4  D/HEW  was  required  to  provide  child-care  arrangements  prior 

to  referral  to  DOL  but  was  granted  no  funds  for  the  construction  of 

child-care  facilities.  .  . 

5.  The  requirement  that  the  costs  of  operating  Priority  Ihree  (spe- 
cial work  projects)  programs  be  borne  by  the  employing  agencies  and 
the  State  and  local  welfare  agencies  made  it  generally  impossible  to 
establish  this  needed  program  component. 

Administrative 

1.  The  administration  of  WIN  in  both  the  manpower  and  welfare 
systems  was  usually  incorporated  into  ongoing  organizational  struc- 
tures which  often  could  not  provide  the  emphasis  required  to  assemble 
the  necessary  resources,  personnel,  and  components  and  to  convert  them 
into  a  coherent  network  of  services.  /t™ttt       ,t^at 

2.  WIN  management  information  systems,  both  D/HEW  and  tXJL,, 
were  designed  for  national  office  administrative  needs.  Data  received 
did  not  adequately  reflect  program  implications. 

3.  The  D/HEW  ruling  denying  the  30  and  one-third  income  disre- 
gard for  employed  male  welfare  recipients  restricted  efforts  to  get 
male-headed  families  off  welfare. 

4  Welfare  agencies  do  not  earmark  funds  to  provide  supportive 
services  to  WIN,  and  other  program  needs  often  deprive  WIN  opera- 
tions of  these  support  services. 

5.  State  and  local  agencies  often  revise  Federal  guidelines  and  may 
add  restrictive  policies,  procedures  and  practices  nullifying  the  flexi- 
bility provided  by  Federal  guidelines. 

Pro  gram  atic 

1.  The  utilization  of  components  appears  to  be  dependent  upon  ease 
of  development  and  the  degree  of  familiarity  of  staff  with  similar  ac- 
tivities. Basic  and  GED  education,  and  MDTA  type  institutional 
training  are  most  heavily  used.  On-the-job  training  is  little  used. 

2.  Local  project  planning  is  usually  at  the  State  office  without  refer- 
ence to  the  local  walfare  agency,  and  without  a  thorough  examination 
of  local  resources,  client  population,  or  labor  market  conditions. 

3  Lack  of  coordination  between  local  welfare  and  ES  agencies  leads 
to  frequent  disruption  of  EDP  resulting  in  a  significant  number  of 
enrollees  being  placed  in  holding  while  awaiting  child  care,  medical 
or  other  welfare  services.  ■ 

4.  EDP's  tend  to  provide  after-the-fact  records  of  what  has  been 
accomplished  rather  than  advanced  planning  based  on  an  enrollee  s 
goals,  needs  and  capabilities. 
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5.  There  is  little  evidence  of  true  team  operations  in  the  sense  en- 
visioned by  the  Federal  guidelines.  WIN  teams  are  dominated  by  the 

T^ftSf  iphnefwT°^her  21??bera  ^  onl?  a  subordinatemfe 

6.  No  effective  rural  WIN  model  has  yet  been  established  due  to  the 

^b  rppSSSti^  P°°r  tranSP°rtation>  lack  of  Gaining  resources  and 

tnL  Twh  lni  W^  ha7e  n0t  b^n  referred  in  adequate  numbers,  there- 
fore those  relatively  few  enrolled  have  been  absorbed  in  adult  domi- 
nated components  Meaningful  activities  for  youth  were  limited,  there- 
fore attrition  has  been  high,  ""leu,  mere 

Sum/nwry 

While  we  do  not  necessarily  agree  with  all  of  the  charges  in  the 

PllZnf  SfS£iv'  v  mdude  ?  ™-  a  T tal^st  to  the  Welfa™  Reform 
S!«t?p  thinking  as  we  begin  the  task  of  the  WIN  conversion. 
Stephen  *  Gold,  in  a  recent  article  entitled  "The  Failure  of  the 
^Wmh^t^T^^  thf  Pen^ylvania  Law  Eeview,  states 
wav  to  fli  j£n r  PJlm?ri1^  to  erroneous  assumptions  as  to  the 
way  to  eliminate  poverty.  He  charges  that  it  was  erroneously  assumed : 

1.  1  hat  a  working  parent  provides  a  good  example  to  children, 
for  work    many  reCipients  were  immediately  employable  or  trainable 

to^liaWel^^  W°Uld  ralSe  the  V0Cati0nal  Skills  °f  reciPients 

4.  That  jobs  obtained  through  WIN  would  enable  recipients  to  earn 
enough  to  leave  welfare  rolls. 

Mr.  Gold  points  to  low  referral  rates,  missed  enrollment  targets, 
training  errors,  staff  malfeasance,  a  reliance  upon  "demand  occupa- 
tions which  are  the  least  in  demand  in  the  present  labor  market  as 
proof  that  WIN  provides  little  training  experience  and  meaningless 
work  experience."  By  viewing  poverty  solely  as  a  manifestation  of  per- 
sonal failure  and  not  considering  labor  market  constraints  would  be 
erroneous.  u 

Appendix  A— WIN  Components 
Intake  and  Assessment  Phase 

During  the  initial  enrollment  process,  the  enrollee  is  evaluated  to 
determine  his  particular  needs.  He  is  interviewed  by  the  WIN  team 
which  uses  evaluative  techniques  including  testing  and  work  sampling.' 
During  this  period  the  initial  employability  plan  is  developed  which 
details  the  steps  the  individual  will  follow  in  his  progress  through  the 

A  period  of  "holding"  during  the  intake  phase  may  occur  after 
enrollment  and  assessment,  when  training  courses  have  not  begun  or 
training  opportunities  or  other  services  are  not  immediately  available. 
Although  the  enrollee  may  not  be  actively  in  training  during  this  time, 
he  is  still  enrolled  and  is  placed  in  the  appropriate  step  of  his  emplov- 
ability  plan  as  the  opportunity  arises. 
Orientation 

This  component  includes  all  activity  related  to  introducing  the  en- 
rollee to  WIN.  It  may  include  a  description  of  the  nature  of  WIN  and 
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the  types  of  training  available,  an  explanation  of  the  sponsor's  rules, 
information  about  the  enrollee's  status  while  in  WIN,  and  introduc- 
tion to  WIN  staff.  The  employability  portion  of  the  orientation  may 
include  such  subjects  as  motivation,  job  interviewing  techniques,  appli- 
cation writing,  what  to  expect  from  employers,  and  other  ]ob-reiated 
subjects. 

Education  ". 

Educational  services  are  provided  to  those  recipients  lacking  the 
minimum  education  necessary  to  obtain  a  job  or  participate  m  further 
training.  Major  types  of  academic  training  are  basic  education  and 
General  Education  Development  leading  to  a  high  equivalency 
diploma. 

Institutional  Training 

This  component  consists  of  classroom  vocational  education  in  cleri- 
cal, service,  and  semi-skilled  to  skilled  occupations.  Training  may  be 
provided  by  public  or  private  agencies.  Courses  may  be  developed 
specifically  for  groups  of  WIN  enrollees,  or  the  enrollee  may  be  re- 
ferred on  an  individual  basis  to  a  particular  course. 

On-the-Joo-Training 

This  component  is  based  on  skill  training  provided  by  a  public  or 
nrivate  industry  employer.  The  individual  receives  wages  paid  by  the 
IZloyevT^  employer  is  reimbursed  for  some  or  all  the  training  costs 
nTrred.  The  enrolleemay  continue  to  receive  «^^^^£; 
ment  depending  on  his  or  her  earnings  and  welfare  standards  in  the 
pirticujar  SSI .  During  on-the-job  training,  supportive  services  may 
continue. 

Special  Work  Projects  . 

WIN  legislation  authorizes  employment  by  public  or  private .non- 
profit agencies  of  persons  for  whom  jobs  in  the  regular  economy  can- 
not be  found  Such  persons  receive  a  wage  which  is  made  up  of  their 
welfare 'benefit  and  a  partial  payment  by  the  ^^J^^ 
of    reasons,    discussed    later,    this    component    has    not    been    used 

extensively. 

Component  Holding  m   # 

Holding  occurs  when  enrollees  are  between  training  phases  or  steps 
iu  their  emplovability  development  plan.  For  instance,  enrollees  who 
have  completed  orientation  and  basic  education  may  be  waiting  for  a 
particular  institutional  skill  training  class  to  start.  Component  hold- 
ing also  includes  those  who  have  completed  training  and  are  awa ting 
job  placement.  During  the  component  holding  Penod».  epnQr0^a^ 
counseled,  may  have  interviews,  and  receive  other  services.  Those  in 
component  holding  are  considered  as  enrollees. 

Follow-Up  ,  . 

For  a  period  of  90  to  180  days  after  an  enrollee  has  been  placed  m 
a  permanent  job,  he  remains  enrolled  and  may  be  P^ded  supportive 
services  to  assure  stability  of  placement  and  the  adjustment  of  the  en- 
rollee. Should  the  placement  prove  unsatisfactory,  the  enrollee  may  be 
re-cycled  through  additional  services. 
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Work  Internship 

This  technique  permits  enrollees  to  sample  a  variety  of  occupations 
and  work  situations  during  a  10- week  period.  It  also  allows  the  team 
to  nnd  out  more  about  the  enrollees'  interests  and  aptitudes. 

Relocation  Assistance 

■  uh%  WlN  PrPgram,  Pr.ovides  for  relocation  assistance  where  definite 
job  offers  have  been  obtained.  WIN  staff  makes  sure  that  adequate  pav 
appropriate  housing,  and  schools  for  children  are  available. 
Para-Professional  Training 

This  component  offers  classroom  vocational  education  and  practical 
work  experience  geared  to  entry-level  jobs  in  public  service  Training 
is  provided  by  public  and  private  nonprofit  agencies  and  in  most  case! 
"omenT  pPa™  ^  remedf  Ration  and  gf neral  educational  deve" 
opment     Para-professional    training   emphasizes    upward    mobilitv 

%£&£?3^  PreCeded  ^  6XtenSiVe  j°b  d^Vent  and  Jot 

Suspense 

rnlM^tf CipantS  ale  desig™ted  "in  suspense"  when  they  are  en- 
rolled in  other  manpower  programs  as  a  part  of  their  emmovamlitv 

roHee SSf  ^  IF*  *??  T*  ^^  that  a  S*» 
are  about  theZ    I  ^,Who,1*>™J  ."  MDTA  upholstery  classes 

MDTA  skiUtra^ng  C  "'"  *  pUced  m  SUSpenSe  wMe  he  attends 
Attachmeot    C-U.S.    Department   oe    Lab    or   Manpower    Ad 

WIN — National  summary  of  activity 
Since  inception  of  program  : 

Cumulative  enrollment 

Completed  job  entry __  259- 178 

Dropped   out _""  ~"  29>  543 

Left  early  for  other  reasons."        ~~  ~  £2'  §?!! 

Currently  enrolled.  86'  546 

112  igi 

ACTUAL  AGAINST  PLANNED  FOR  FISCAL  YEAR  1971 


nut.  .•      i  Projected  for 

Objectives  for  Actual  fiscal  year 

June  30,  1971  to  date  1971 


Financial  data  (dollars  in  millions)  carry-in =$80.6: 


Obligations^ - $53.7  $40.7 

Costs....           "" - - *  53.7  28.3 

r      „                                           " "8.8  80.8                $i22."5 

Enrollment  data:  ==^===^===== 

Man-years. 

Authorized  man-year/VlotV"""          " }H'r2°  70'082               109,000 

Cumulative  enrollment               " """" 111,500  127,548. 

New  enrollees             """"                                                                         219,700  180,476              213066 

Total  terminations  .         "           - 125. 145  85,921               120,' 000 

Completions            ""           " 92,700  67,690                99  000 

Early  terminations         "                                                                           35,000  14,472                 21,500 

On-board,  end  of  period                    - ,oV700  53'218                77- 500 

Orientation  and  assessment  "                                                             127,000  112,191               114,000 

Job  training  ""' " - - -- 8,376 

Work  experience     " - 52,907.... 

Job  entry  "~ -  4,405 

Suspense...       ""  - 11,829 

Residual  (holding)..!"^".""  6,005 


28, 669 


«  Additional  $11,600,000  is  to  be  reprogramed  from  HEW. 
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WIN 

rtlTOlLHIMT  DATA 
pi'ANNID  VS.   ACTUAL  FOR  FY   1971 


CURRENT  ENROLLMENT 


P 

O 

s 
I 

T 

0 

N' 
S 

0 
R 

E 
N 
R 
O 

L 
L 
E 
E 
S 


130,000- 


120,000- 


110,000- 


100,000" 


90,000 


-..27,000 

PLANNED 
ENROLLMENT 


240,000' 


P 

§        220,000- 
I 

T 

N        200,000" 
s 

o 

R 


CUMULA1 IVL    lNHULLMLNI 

HONTHLY  DATA 


JUN 
JUL 
AUG 
SEP 
OCT 
NOV 
DEC 


iol;iii 

113,696 

i .  ;■  ,:-o  1 

131,059 
139  325 
150  J 057 

161,046 

mm 


PLANNED 

ENROLLMENT 

219,700 

2137000 
PROJECTED 


65-745  O  -  71  -  pt.  1  -  39 
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win 

TREND    IH    CURRENT    CIIPOLI.MrUT    &    HOLDII-K,    COMPONENTS 


CURRENT   DHiOLU'.r.rir 


100,000 


75,000 


3        50,000 


25,000 


Job  Train i  ng 


Orientation  and  Assessment 


Holding 


JUL       AUG        SEP        OCT         NOV         DEC 
1970  


JAN       FEB        MAR        APR        HAY         JUN 
1971  


Holding 


30,000 


JUL         AUG        SEP        OCT         NOV         DEC         JAN         FEB         MAR        API!        HAY         JUN 
1970 1971 
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win 


MAN  YEARS  &  C0£ 


DATA 


PLANNED 


ACTUAL  FOR  EY  1971 


A     120,000 
H 

Y     100,000 

E 

A 

R       80,000 
S 


Man  Years 

Realized 

Month  1; 

-  Data 

JUN 

0 

JUL 

8,098 

AUG 

16,447 

SEP 

25,017 

OCT 

33,721 

NOV 

42,602 

DEC     . 

51,697 

JAN 

60,769 

FEB 

70,082 

MAP 

79,531 

111,50 


Pi  ANNED  ^.Jl. 

( )  -^.  109 ,000 


'Projected 


D 
0 
L 
L 
A 
R 
S 

I 
K 


I 
L 
L 
I 
C 
K 


Costs 

MONTHLY  DATA 

JUN 

0.0 

100 

JUL 

6.3 

AUG 

12.6 

SEP 

18.3 

RO 

OCT 

28.3 

rwv 

36.1 

DEC 

46.3 

JAN 

50.7 

6o 

EEB 

6S.9 

MAR 

80.8 

UO 


20 


122.5 
_PROJECTEC 
_    118.8 
OBJECTIVE 


I 


JUL       AUG 
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TREND   111  OJI1ULATIVC  Trffll  HAT  IOIB 


75,000 


50,000- 


25,000- 


TOTAL 

TEP.MI  NATIONS 

MONTHLY 

JUL 

7,133 

AUG 

13,507 

SEP 

20,157 

OCT 

26,602 

NOV 

32,762 

DEC 

40,915 

JAN 

50,683 

FEB 

59,031 

MAR 

67,690 

-  PROJECTED 

-  99,000 

-  92,000 
PLANNED 


JUL 


AUG         SEP         OCT 
1970 


NOV      '  DCC         JAN         EEB         MAR        APR        MAY         JUN 
lg71 


40,000 


30,000 


20,000- 


10,000- 


COMPLETIONS 

MONTHLY  DATA 


1,299 
2,619 
3  943 

- 
6J  638 
8,620 


JAN  10,689 
FEB  12,440 
MAR        14,472 


JUL 
AUG 
SEP 
OCT 
NOV 
DtC 


JUL 


-  35,000 
PLANNED 


-21,500 
PROJECTED 


COMPLETIONS 


AUG 


SEP        OCT 
1970 


NOV    '     DEC         JAN    '     FEB        MAR    '     APR        MAY    '     JUN 
_. , 1971 


80,000 


60,000 


40,000 


20,000 


EARLY    TERMINATIONS    (DROPOUTS    t,    OTHERS 

MONTHLY  DATA 


-  77,500 

PROJECTED 


■57,700 
PLANNED 
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NATIONAL  TOTAL-WIN  AUTHORIZED  POSITIONS  AND  ENROLLMENT  BY  PROGRAM  COMPONENT 


Authorized 
positions 


Total 

current 

enrollment1 


Applicant 
Holding 


Component 
Holding 


Participants 
in  training 


Job  entry 


1970: 

January 

February... 

March 

April 

May 

June 

July 

August 

September. 

October 

November.. 
December.. 

1971: 

January 

February... 
March 


118,254 

77,  229 

119,405 

79,  830 

120, 320 

83,  202 

123, 170 

84,  922 

123, 170 

87,  936 

123, 170 

89,511 

123, 170 

91,  809 

124, 300 

94,  545 

124,  300 

97,  238 

125,  309 

98,  893 

125,  309 

100,  923 

125,  309 

103,  472 

125,  309 

104,410 

127,  584 

106,048 

127,  584 

106, 186 

8,463 

13,  233 

44, 191 

7,645 

14, 130 

46,  478 

7,478 

14,  825 

49,  022 

7,096 

15,053 

50,  491 

7,288 

17,  543 

52,  384 

7,203 

19,  355 

50,  937 

7,094 

21,  385 

51,075 

7,136 

24,  545 

50,  603 

6,728 

22,  562 

55,  353 

6,043 

21,075 

58,  894 

6,028 

21,058 

60,  952 

6,930 

23,411 

60,  827 

6,430 

23,091 

63, 158 

5,921 

23,216 

65,  325 

5,725 

22,  944 

65, 688 

11,842 
11,577 
11,877 
12,  282 
10,  721 
12,016 
12,  255 
12,261 
12,  595 
12,  881 
12,885 
12,  304 

11,731 
11,586 
11,829 


1  Excludes  suspense. 

2  Data  as  of  Nov.  13, 1970. 
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Attachment  D 

Public  Law  90-248,  90th  Congress,  H.R.  12080,  January  2,  1968 

AN  ACT  To  amend  the  Social  Security  Act  to  provide  an  increase  in  benefits 
under  the  old-age  survivors,  and  disability  insurance  system,  to  provide  bene- 
fits for  additional  categories  of  individuals,  to  improve  the  public  assistance 
program  and  programs  relating  to  the  welfare  and  health  of  children,  and 
for  other  purposes 
Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 

United  States  of  America  in  Congress  assembled.  That  this  Act,  with 

the  following  table  of  contents,  may  be  cited  as  the  "Social  Security 

Amendments  of  1967". 

TABLE  OF  CONTENTS 

TITLE  II— PUBLIC  WELFARE  AMENDMENTS 

Part  1 — Public  Assistance  Amendments 

Sec    201.  Programs  of  services  furnished  to  families  with  dependent  children. 
Sec!  202  Earnings  exemption  for  recipients  of  aid  to  families  with  dependent 

children. 
Sec.  203.  Dependent  children  of  unemployed  fathers. 
Sec.  204.  Work  incentive  program  for  recipients  of  aid  under  part  A  of  title  IV. 

WORK  INCENTIVE  PROGRAM  FOR  RECIPIENTS  OF  AID  UNDER  PART  A  OF 

TITLE   IV 

Sec.  204.  (a)  Title  IV  of  the  Social  Security  Act  is  amended  by  in- 
serting after  part  B  (hereinafter  added  to  such  title  by  section  240 
of  this  Act)  the  following  material : 

"Part  C — Work  Incentive  Program  for  Recipients  of  Aid  Under 
State  Plan  Approved  Under  Part  A 

"purpose 

"Sec.  430.  The  purpose  of  this  part  is  to  require  the  establishment 
of  a  program  utilizing  all  available  manpower  services,  including 
those  authorized  under  other  provisions  of  law,  under  which  indi- 
viduals receiving  aid  to  families  with  dependent  children  will  be  fur- 
nished incentives,  opportunities,  and  necessary  services  in  order  for 
(1)  the  employment  of  such  individuals  in  the  regular  economy,  (2) 
the  training  of  such  individuals  for  work  in  the  regular  economy,  and 
(3)  the  participation  of  such  individuals  in  special  work  projects, 
thus  restoring  the  families  of  such  individuals  to  independence  and 
useful  roles  in  their  communities.  It  is  expected  that  the  individuals 
participating  in  the  program  established  under  this  part  will  acquire 
a  sense  of  dignity,  self-worth,  and  confidence  which  will  flow  from 
being  recognized  as  a  wage-earning  member  of  society  and  that  the 
example  of  a  working  adult  in  these  families  will  have  beneficial 
effects  on  the  children  in  such  families. 

"appropriation 

"Sec.  431.  There  is  hereby  authorized  to  be  appropriated  to  the 
Secretary  of  Health,  Education,  and  Welfare  for  each  fiscal  year  a  sum 
sufficient  to  carry  out  the  purposes  of  this  part.  The  Secretary  of 
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Health,  Education,  and  Welfare  shall  transfer  to  the  Secretary  of 
Labor  from  time  to  time  sufficient  amounts,  out  of  the  moneys  appro- 
priated pursuant  to  this  section,  to  enable  him  to  carry  out  such 
purposes. 

"establishment  of  programs 

"Sec.  432.  (a)  The  Secretary  of  Labor  (hereinafter  in  this  part 
referred  to  as  the  Secretary)  shall,  in  accordance  with  the  provisions 
of  this  part,  establish  work  incentive  programs  (as  provided  for  in 
subsection  (b))  in  each  State  and  in  each  political  subdivision  of  a 
State  in  which  he  determines  there  is  a  significant  number  of  individ- 
uals who  have  attained  age  16  and  are  receiving  aid  to  families  with 
dependent  children.  In  other  political  subdivisions,  he  shall  use  his 
best  efforts  to  provide  such  programs  either  within  such  subdivisions 
or  through  the  provision  of  transportation  for  such  persons  to  political 
subdivisions  of  the  State  in  which  such  programs  are  established. 

"(b)  Such  programs  shall  include,  but  shall  not  be  limited  to,  (1) 
a  program  placing  as  many  individuals  as  is  possible  in  employment, 
and  utilizing  on-the-job  training  positions  for  others,  (2)  a  program 
of  institutional  and  work  experience  training  for  those  individuals 
for  whom  such  training  is  likely  to  lead  to  regular  employment,  and 
(3)  a  program  of  special  work  projects  for  individuals  for  whom  a 
job  in  the  regular  economy  cannot  be  found. 

"(c)  In  carrying  out  the  purposes  of  this  part  the  Secretary  may 
make  grants  to,  or  enter  into  agreements  with,  public  or  private  agen- 
cies or  organizations  (including  Indian  tribes  with  respect  to  Indians 
on  a  reservation),  except  that  no  such  grant  or  agreement  shall  be 
made  to  or  with  a  private  employer  for  profit  or  with  a  private  non- 
profit employer  not  organized  for  a  public  purpose  for  purposes  of  the 
work  experience  program  established  by  clause  (2)  of  subsection  (b). 

"(d)  Using  funds  appropriated  under  this  part,  the  Secretary,  in 
order  to  carry  out  the  purposes  of  this  part,  shall  utilize  his  authority 
under  the  Manpower  Development  and  Training  Act  of  1962,  the  Act 
of  June  6,  1933,  as  amended  (48  Stat.  113),  and  other  Acts,  to  the 
extent  such  authority  is  not  inconsistent  with  this  Act. 

"(e)  The  Secretary  shall  take  appropriate  steps  to  assure  that  the 
present  level  of  manpower  services  available  under  the  authority  of 
other  statutes  to  recipients  of  aid  to  families  with  depedent  children 
is  not  reduced  as  a  result  of  programs  under  this  part. 

"Sec.  433.  (a)  The  Secretary  shall  provide  a  program  of  testing  and 
counseling  for  all  persons  referred  to  him  by  a  State,  pursuant  to  sec- 
tion 402,  and  shall  select  those  persons  whom  he  finds  suitable  for  the 
programs  established  by  clauses  (1)  and  (2)  of  section  432(b).  Those 
not  so  selected  shall  be  deemed  suitable  for  the  program  established  by 
clause  (3)  of  such  section  432(b)  unless  the  Secretary  finds  that  there 
is  good  cause  for  an  individual  not  to  participate  in  such  program. 

"(b)  The  Secretary  shall  develop  an  emplovability  plan  for  each 
suitable  person  referred  to  him  under  section  402  which  shall  describe 
the  education,  training,  work  experience,  and  orientation  which  it  is 
determined  that  each  such  person  needs  to  complete  in  order  to  enable 
him  to  become  self-supporting. 
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"(c)  The  Secretary  shall  make  maximum  use  of  services  available 
from  other  Federal  and  State  agencies  and,  to  the  extent  not ;  other- 
W  available  on  a  nonreimbursable  basis,  he  may  reimburse  such 
agencies  for  services  rendered  to  persons  under  this  part. 

" (d)  To  the  extent  practicable  and  where  necessary,  work  incentive 
programs  established  by  this  part  shall  include  in  addition  to  the 
re-ular  counseling,  testing,  and  referral  available  through  the  Fed- 
eral State  Employment  Service  System,  program  orientation,  basic 
education,  training  in  communications  and  employabihty  skills,  work 
experience,  institutional  training,  on-the-job  training,  30b  develop- 
ment, and  special  job  placement  and  followup  services,  required  to 
assist  participants  in  securing  and  retaining  employment  and  securing 
possibilities  for  advancement.  . 

"(eWl)  In  order  to  develop  special  work  projects  under  the  pro- 
gram established  by  section  432(b)  (3),  the  Secretary  shall  enter  into 
agreements  with  (A)  public  agencies,  (B)  private  nonprofit  orga- 
nizations established  to  serve  a  public  purpose,  and  (C)  Indian  tribes 
with  respect  to  Indians  on  a  reservation,  under  which  individuals 
deemed  suitable  for  participation  in  such  a  program  will  be  provided 
work  which  serves  a  useful  public  purpose  and  which  would  not  other- 
wise be  performed  by  regular  employees. 
"(2)   Such  agreements  shall  provide— 

"(A)  for  the  payment  by  the  Secretary  to  each  employer  a 
portion  of  the  wages  to  be  paid  by  the  employer  to  the  individuals 
for  the  work  performed ; 

"(B)  the  hourly  wage  rate  and  the  number  of  hours  per  week 
individuals  will  be  scheduled  to  work  on  special  work  projects  ol 
such  employer ; 

"(C)  that  the  Secretary  will  have  such  access  to  the  premises 
of  the  employer  as  he  finds  necessary  to  determine  whether  such 
employer  is  carrying  out  his  obligations  under  the  agreement  and 

this  part ;  and 

"(D)   that  the  Secretary  may  terminate  any  agreement  under 

this  subsection  at  any  time.  . 

"(3)  The  Secretary  shall  establish  one  or  more  accounts  111  each 
State  with  respect  to  the  special  work  projects  established  and  main- 
tained pursuant  to  this  subsection  and  place  into  such  accounts  the 
amounts  paid  to  him  by  the  State  agency  pursuant  to  section  402(a) 
(19)  (E).  The  amounts  in  such  accounts  shall  be  available  for  the  pay- 
ments specified  in  subparagraph  (A)  of  paragraph  (2).  At  the  end 
of  each  fiscal  year  and  for  such  period  of  time  as  he  may  establish, 
the  Secretary  shall  determine  how  much  of  the  amounts  paid  to  him 
by  the  State  agency  pursuant  to  section  402(a)  (19)  (E)  were  not 
expended  as  provided  by  the  preceding  sentence  of  this  paragraph 
and  shall  return  such  unexpended  amounts  to  the  State,  which 
amounts  shall  be  regarded  as  overpayments  for  purposes  of  section 
403(b)(2). 

"(4)  No  wage  rates  provided  under  any  agreement  entered  into 
under  this  subsection  shall  be  lower  than  the  applicable  minimum 
wage  for  the  particular  work  concerned. 
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"(f)  Before  entering  into  a  project  under  any  of  the  programs 
established  by  this  part,  the  Secretary  shall  have  reasonable  assur- 
ances that — 

"(1)  appropriate  standards  for  the  health,  safety,  and  other 
conditions  applicable  to  the  performance  of  work  and  training  on 
such  project  are  established  and  will  be  maintained, 

"(2)  such  project  will  not  result  in  the  displacement  of  em- 
ployed workers, 

"(3)  with  respect  to  such  project  the  conditions  of  work,  train- 
ing, education,  and  employment  are  reasonable  in  the  light  of 
such  factors  as  the  type  of  work,  geographical  region,  and  pro- 
ficiency of  the  participant, 

"(4)  appropriate  workmen's  compensation  protection  is  pro- 
vided to  all  participants. 
"(g)  Where  an  individual,  referred  to  the  Secretary  of  Labor  pur- 
suant to  section  402(a)  (19)  (A)  (i)  and  (ii)  refuses  without  good 
cause  to  accept  employment  or  participate  in  a  project  under  a  pro- 
gram established  by  this  part,  the  Secretary  of  Labor  shall  (after 
providing  opportunity  for  fair  hearing)  notify  the  State  agency 
which  referred  such  individual  and  submit  such  other  information  as 
he  may  have  with  respect  to  such  refusal. 

"(h)  With  respect  to  individuals  who  are  participants  in  special 
work  projects  under  the  program  established  by  section  432(b)(3), 
the  Secretary  shall  periodically  (but  at  least  once  every  six  months) 
review  the  employment  record  of  each  such  individual  while  on  such 
special  work  project  and  on  the  basis  of  such  record  and  such  other 
information  as  he  may  acquire  determine  whether  it  would  be  feasible 
to  place  such  individual  in  regular  employment  or  on  any  of  the  proj- 
ects under  the  programs  established  by  section  432(b)   (1)  and  (2). 

"incentive  payment 

'Sec.  434.  The  Secretary  is  authorized  to  pay  to  any  participant 
under  a  program  established  by  section  432(b)  (2)  an  incentive  pay- 
ment of  not  more  than  $30  per  month,  payable  in  such  amounts  and  at 
such  times  as  the  Secretary  prescribes. 

"federal  assistance 

"Sec.  435.  (a)  Federal  assistance  under  this  part  shall  not  exceed  80 
per  centum  of  the  costs  of  carrying  out  this  part.  Non-Federal  con- 
tributions may  be  cash  or  in  kind,  fairly  evaluated,  including  but  not 
limited  to  plant,  equipment,  and  services. 

"(b)  Costs  of  carrying  out  this  part  include  costs  of  training,  super- 
vision, materials,  administration,  incentive  payments,  transportation, 
and  other  items  as  are  authorized  by  the  Secretary,  but  may  not  in- 
clude any  reimbursement  for  time "  spent  by  participants  in  work, 
training,  or  other  participation  in  the  program ;  except  that  with  re- 
spect to  special  work  projects  under  the  program  established  by 
section  432(b)(3),  the  costs  of  carrying  out  this  part  shall  include 
only  the  costs  of  administration. 
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"period  of  enrollment 


"Sec.  436.  (a)  The  program  established  by  section  432(b)  (2)  shall 
be  designed  by  the  Secretary  so  that  the  average  period  of  enrollment 
under  all  projects  under  such  program  throughout  any  area  of  the 
United  States  will  not  exceed  one  year. 

"(b)  Services  provided  under  this  part  may  continue  to  be  provided 
to  an  individual  for  such  period  as  the  Secretary  determines  (in  ac- 
cordance with  regulations  prescribed  by  the  Secretary  after  consulta- 
tion with  the  Secretary  of  Health,  Education,  and  Welfare)  is  neces- 
sary to  qualify  him  fully  for  employment  even  though  his  earnings 
disqualify  him  from  aid  under  a  State  plan  approved  under  section 
402. 


"relocation  of  participants 


"Sec  437.  The  Secretary  may  assist  participants  to  relocate  their 
place  of  residence  when  he  determines  such  relocation  is  necessary  in 
order  to  enable  them  to  become  permanently  employable  and  self-sup- 
porting. Such  assistance  shall  be  given  only  to  particpants  who  con- 
cur in  their  relocation  and  who  will  be  employed  at  their  place  of 
relocation  at  wage  rates  which  will  meet  at  least  their  full  need  as 
determined  by  the  State  to  which  they  will  be  relocated.  Assistance 
under  this  section  shall  not  exceed  the  reasonable  costs  of  transporta- 
tion for  participants,  their  dependents,  and  their  household  belongings 
plus  such  relocation  allowance  as  the  Secretary  determines  to  be 
reasonable. 

"participants  not  federal  employees 

"Sec  438.  Participants  in  projects  under  programs  established  by 
this  part  shall  be  deemed  not  to  be  Federal  employees  and  shall  not  be 
subject  to  the  provisions  of  laws  relating  to  Federal  employment,  in- 
cluding those  relating  to  hours  of  work,  rates  of  compensation,  leave, 
unemployment  compensation,  and  Federal  employee  benefits. 

"rules  and  regulations 

"Sec  439.  The  Secretary  may  issue  such  rules  and  regulations  as  he 
finds  necessary  to  carry  out  the  purposes  of  this  part :  Provided,  That 
in  developing  policies  for  programs  established  by  this  part  the  Secre- 
tary shall  consult  with  the  Secretary  of  Health,  Education,  and  Wel- 
fare. 

"annual  report 

"Sec  440.  The  Secretary  shall  annually  report  to  the  Congress 
(with  the  first  such  report  being  made  on  or  before  July  1,  1970)  on 
the  work  incentive  programs  established  by  this  part. 

"evaluation  and  research 

"Sec  441.  The  Secretary  shall  (jointly  with  the  Secretary  of  Health, 
Education,  and  Welfare)  provide  for  the  continuing  evaluation  of  the 
work  incentive  programs  established  by  this  part,  including  their  ef- 
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fectiveness  in  achieving  stated  goals  and  their  impact  on  other  related 
programs.  He  also  may  conduct  research  regarding  ways  to  increase 
the  effectiveness  of  such  programs.  He  may,  for  this  purpose,  contract 
tor  independent  evaluations  of  and  research  regarding  such  programs 
Tok11  ^J^al  projects  under  such  programs.  For  purposes  of  sections 
435  and  443,  the  costs  of  carrying  out  this  section  shall  not  be  regarded 
as  costs  of  carrying  out  work  incentive  programs  established  by  this 
part. 

"review  of  special  work  projects  by  a  state  panel 

"Sec  442.  (a)  The  Secretary  shall  make  an  agreement  with  any 
fetate  which  is  able  and  willing  to  do  so  under  which  the  Governor  of 
the  fetate  will  create  one  or  more  panels  to  review  applications  tenta- 
tively approved  by  the  Secretary  for  the  special  work  projects  in  such 
State  to  be  established  by  the  Secretary  under  the  program  established 
by  section  432  ( b )( 3 ) . 

"(b)  Each  such  panel  shall  consist  of  not  more  than  five  and  not 
less  than  three  members,  appointed  by  the  Governor.  The  members 
sliall  include  one  representative  of  employers  and  one  representative 
ot  ®/TO°yees;  the  remainder  shall  be  representatives  of  the  general 
public.  No  special  work  project  under  such  program  developed  by  the 
Secretary  pursuant  to  an  agreement  under  section  433(e)(1)  shall 
in  any  State  which  has  an  agreement  under  this  section,  be  established 
or  maintained  under  such  program  unless  such  project  has  first  been 
approved  by  a  panel  created  pursuant  to  this  section. 


"collection  or  state  share 


Sec.  443.  If  a  non-Federal  contribution  of  20  per  centum  of  the 
costs  of  the  work  incentive  programs  established  by  this  part  is  not 
made  m  any  State  (as  specified  in  section  402(a)),  the  Secretary  of 
Health  Education,  and  Welfare  may  withhold  any  action  under  sec- 
tion 404  because  of  the  State's  failure  to  comply  substantially  with  a 
provision  required  by  section  402.  If  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  does  withhold  such  action,  he  shall,  after  reasonable 
notice  and  opportunity  for  hearing  to  the  appropriate  State  agency  or 
agencies,  withhold  any  payments  to  be  made  to  the  State  under  sec- 
tions 3(a),  403(a),  1003(a),  1403(a),  1603(a),  and  1903(a)  until  the 
amount  so  withhheld  (including  any  amounts  contributed  by  the  State 
pursuant  to  the  requirement  in  section  402(a)  (19)  (C) )  equals  20  per 
centum  of  the  costs  of  such  work  incentive  programs.  Such  withhold- 
ing shall  remain  in  effect  until  such  time  as  the  Secretary  has  assur- 
ances from  the  State  that  such  20  per  centum  will  be  contributed  as 
required  by  section  402.  Amounts  so  withheld  shall  be  deemed  to  have 
been  paid  to  the  State  under  such  sections  and  shall  be  paid  by  the 
Secretary  of  Health,  Education,  and  Welfare  to  the  Secretary.  Such 
payment  shall  be  considered  a  non-Federal  contribution  for  purposes 
of  section  435. 

"agreements  with  other  agencies  providing  assistance  to 
families  of  unemployed  parents 

"Sec.  444.  (a)  The  Secretary  is  authorized  to  enter  into  an  agree- 
ment (in  accordance  with  the  succeeding  provisions  of  this  section) 
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with  any  qualified  State  agency  (as  described  in  subsection  (b) )  under 
which  the  program  established  by  the  preceding  sections  of  this  part 
C  will  (except  as  otherwise  provided  in  this  section)  be  applicable  to 
individuals  referred  by  such  State  agency  in  the  same  manner,  to  the 
same  extent,  and  under  the  same  conditions  as  such  program  is  ap- 
plicable with  respect  to  individuals  referred  to  the  Secretary  by  a 
State  agency  administering  or  supervising  the  administration  of  a 
State  plan  approved  by  the  Secretary  of  Health,  Education,  and  Wel- 
fare under  part  A  of  this  title. 

"  (b)  A  qualified  State  agency  referred  to  in  subsection  (a)  is  a  State 
agency  which  is  charged  with  the  administration  of  a  program — 
"(1)  the  purpose  of  which  is  to  provide  aid  or  assistance  to 
the  families  of  unemployed  parents, 

"(2)  which  is  not  established  pursuant  to  part  A  of  title  IV 
of  the  Social  Security  Act, 

"(3)  which  is  financed  entirely  from  funds  appropriated  by 
the  Congress,  and 

"  (4)  none  of  the  financing  of  which  is  made  available  under  any 
program  established  pursuant  to  title  V  of  the  Economic  Op- 
portunity Act. 
"(c)(1)  Ajiy  agreement  under  this  section  with  a  qualified  State 
agency  shall  provide  that  such  agency  will,  with  respect  to  all  individ- 
uals receiving  aid  or  assistance  under  the  program  of  aid  or  assistance 
to  families  of  unemployed  parents  administered  by  such  agency,  com- 
ply with  the  requirements  imposed  by  section  402(a)  (15)  and  section 
402(a)  (19)  (F)  in  the  same  manner  and  to  the  same  extent  as  if  (A) 
such  qualified  agency  were  the  agency  in  such  State  administering  or 
supervising  the  administration  of  a  State  plan  approved  under  part  A 
of  this  title,  and  (B)  individuals  receiving  aid  or  assistance  under  the 
program  administered  by  such  qualified  agency  were  recipients  of  aid 
under  a  State  plan  which  is  so  approved. 

"  (2)  Any  agreement  entered  into  under  this  section  shall  remain  in 
effect  for  such  period  as  may  be  specified  in  the  agreement  by  the  Sec- 
retary and  the  qualified  State  agency,  except  that,  whenever  the  Sec- 
retary determines,  after  reasonable  notice  and  opportunity  for  hearing 
to  the  qualified  State  agency,  that  such  agency  has  failed  substantially 
to  comply  with  its  obligations  under  such  agreement,  the  Secretary 
may  suspend  operation  of  the  agreement  until  such  time  as  he  is  satis- 
fied that  the  State  agency  will  no  longer  fail  substantially  to  comply 
with  its  obligations  under  such  agreement. 

"(3)  Any  such  agreement  shall  further  provide  that  the  agreement 
will  be  inoperative  for  any  calendar  quarter  if,  for  the  preceding  calen- 
dar quarter,  the  maximum  amount  of  benefits  payable  under  the  pro- 
gram of  aid  or  assistance  to  families  of  unemployed  parents  adminis- 
tered by  the  qualified  State  agency  which  is  a  party  to  such  agreement 
is  lower  than  the  maximum  amount  of  benefits  payable  under  such 
program  for  the  quarter  which  ended  September  30,  1967. 

"(d)  The  Secretary  shall,  at  the  request  of  any  qualified  State  agency 
referred  to  in  subsection  (a)  of  this  section  and  upon  receipt  from  it 
of  a  list  of  the  names  of  individuals  rereferred  to  the  Secretary,  fur- 
nish to  such  agency  the  names  of  each  individual  on  such  list  partici- 
pating in  a  special  work  project  under  section  433(a)  (3)  whom  the 
Secretary  determines  should  continue  to  participate  in  such  project. 
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The  Secretary  shall  not  comply  with  any  such  request  with  respect 
to  an  individual  on  such  list  unless  such  individual  has  been  referred 
to  the  Secretary  by  such  agency  under  such  section  402(a)  (15)  for  a 
period  of  at  least  six  months." 

(b)  Section  402(a)  of  such  Act  is  amended  by  adding  at  the  end 
thereof  before  the  period  the  following : 
";  (19)  provide — 

"(A)  for  the  prompt  referral  to  the  Secretary  of  Labor 
or  his  representative  for  participation  under  a  work  incentive 
program  established  by  part  in  C  of — 

"(i)  each  appropriate  child  and  relative  who  has  at- 
tained age  sixteen  and  is  receiving  aid  to  families  with 
dependent  children, 

"(ii)  each  appropriate  individual  (living  in  the  same 
home  as  a  relative  and  child  receiving  such  aid)  who  has 
attained  such  age  and  whose  needs  are  taken  into  ac- 
count in  making  the  determination  under  section  402(a) 
(7),  and 

"(iii)  any  other  person  claiming  aid  under  the  plan 
(not  included  in  clauses  (i)  and  (ii)),  who  after  being 
informed  of  the  work  incentive  programs  established  by 
part  C,  requests  such  referral  unless  the  State  agency 
determines  that  participation  in  any  of  such  programs 
would  be  inimical  to  the  welfare  of  such  person  or  the 
family ; 
except  that  the  State  agency  shall  not  so  refer  a  child,  rela- 
tive, or  individual  under  clauses  (i)  and  (ii)  if  such  child, 
relative,  or  individual  is — 

"(iv)  a  person  with  illness,  incapacity,  or  advanced 
age, 

"(v)  so  remote  from  any  of  the  projects  under  the 
work  incentive  programs  established  by  part  C  that  he 
cannot  effectively  participate  under  any  of  such  pro- 
grams, 

"  (vi)  a  child  attending  school  full  time,  or 
"(vii)  a  person  whose  presence  in  the  home  on  a  sub- 
stantially continuous  basis  is  required  because  of  the 
illness  or  incapacity  of  another  member  of  the  household ; 
"(B)  that  aid  under  the  plan  will  not  be  denied  by  reason 
of  such  referral  or  by  reason  of  an  individual's  participation 
on   a    project   under  the   program   established   by   section 
432(b)  (2)  or  (3); 

"(C)  for  arrangements  to  assure  that  there  will  be  made  a 
non-Federal  contribution  to  the  work  incentive  programs 
established  by  part  C  by  appropriate  agencies  of  the  State 
or  private  organizations  of  20  per  centum  of  the  cost  of  such 
programs,  as  specified  in  section  435(b) ; 

"(D)  that  (i)  training  incentives  authorized  under  section 
434,  and  income  derived  from  a  special  work  project  under 
the  program  established  by  section  432(b)  (3)  shall  be  dis- 
regarded in  determining  the  needs  of  an  individual  under 
section  402(a)  (7),  and  (ii)  in  determining  such  individual's 
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needs  the  additional  expenses  attributable  to  his  participa- 
tion in  a  program  established  by  section  432(b)  (2)  or  (3) 
shall  be  taken  into  account ; 

"(E)  that,  with  respect  to  any  individual  referred  pursu- 
ant to  subparagraph  (A)  who  is  participating  in  a  special 
work  project  under  the  program  established  by  section 
432(b)(3),  (i)  the  State  agency,  after  proper  notification 
by  the  Secretary  of  Labor,  will  pay  to  such  Secretary  (at 
such  times  and  in  such  manner  as  the  Secretary  of  Health, 
Education,  and  Welfare  prescribes)  the  money  payments 
such  State  would  otherwise  make  to  or  on  behalf  of  such 
individual  (including  such  money  payments  with  respect  to 
such  individual's  family),  or  80  per  centum  of  such  individ- 
ual's earnings  under  such  program,  whichever  is  lesser  and 
(ii)  the  State  agency  will  supplement  any  earnings  received 
by  such  individual  by  payments  to  such" individual  (which 
payments  shall  be  considered  aid  under  the  plan)  to  the 
extent  that  such  payments  when  added  to  the  individual's 
earnings  from  his  participation  in  such  special  work  project 
will  be  equal  to  the  amount  of  the  aid  that  would  have  been 
payable  by  the  State  agency  with  respect  to  such  individual's 
family  had  he  not  participated  in  such  special  work  project, 
plus  20  per  centum  of  such  individual's  earnings  from  such 
special  work  project;  and 

"(F)  that  if  and  for  so  long  as  any  child,  relative,  or  indi- 
vidual (referred  to  the  Secretary  of  Labor  pursuant  to  sub- 
paragraph (A)  (i)  and  (ii)  and  section  407(b)  (2))  has  been 
found  by  the  Secretary  of  Labor  under  section  433(g)  to  have 
refused  without  good  cause  to  participate  under  a  work 
incentive  program  established  by  part  C  with  respect  to 
which  the  Secretary  of  Labor  has  determined  his  participa- 
tion is  consistent  with  the  purposes  of  such  part  C,  or  to 
have  refused  without  good  cause  to  accept  employment  in 
which  he  is  able  to  engage  which  is  offered  through  the  public 
employment  offices  of  the  State,  or  is  otherwise  offered  by  an 
employer  if  the  offer  of  such  employer  is  determined,  after 
notification  by  him,  to  be  a  bona  fide  offer  of  employment — 
"(i)  if  the  relative  makes  such  refusal,  such  relative's 
needs  shall  not  be  taken  into  account  in  making  the 
determination  under  clause   (7),  and  aid  for  any  de- 
pendent child  in  the  family  in  the  form  of  payments  of 
the  type  described  in  section  406(b)  (2)  (which  in  such  a 
case  shall  be  without  regard  to  clauses  (A)  through  (E) 
thereof)  or  section  408  will  be  made ; 

"(ii)  aid  with  respect  to  a  dependent  child  will  be 
denied  if  a  child  who  is  the  only  child  receiving  aid  in 
the  family  makes  such  refusal ; 

"(iii)  if  there  is  more  than  one  child  receiving  aid  in 
the  family,  aid  for  any  such  child  will  be  denied  (and 
his  needs  will  not  be  taken  into  account  in  making  the 
determination  under  clause  (7))  if  that  child  makes 
such  refusal ;  and 
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"(iv)  if  such  individual  makes  such  refusal,  such  in- 
dividual's needs  shall  not  be  taken  into  account  in  mak- 
ing the  determination  under  clause  (7)  ; 
except  that  the  State  agency  shall,  for  a  period  of  sixty  days, 
make  payments  of  the  type  described  in  section  406(b)  (2) 
(without  regard  to  clauses  (A)  through  (E)  thereof)  on 
behalf  of  the  relative  specified  in  clause  (i),  or  continue  aid 
in  the  case  of  a  child  specified  in  clause  (ii)  or  (iii),  or  take 
the  individual's  needs  into  account  in  the  case  of  an  individual 
specified  in  clause  (iv),  but  only  if  during  such  period  such 
child,  relative,  or  individual  accepts  counseling  or  other  serv- 
ices (which  the  State  agency  shall  make  available  to  such 
child,  relative,  or  individual)  aimed  at  persuading  such  rela- 
tive, child,  or  individual,  as  the  case  may  be,  to  participate 
in  such  program  in  accordance  with  the  determination  of  the 
Secretary  of  Labor". 

(c)  (1)  The  amendment  made  by  subsection  (b)  shall  in  the  case  of 
any  State  be  effective  on  July  1, 1968,  or  if  a  statute  of  such  State  pre- 
vents it  from  complying  with  the  requirements  of  such  amendment  on 
such  date,  such  amendment  shall  with  respect  to  such  State  be  effective 
on  July  1,  1969;  except  such  amendment  shall  be  effective  earlier  (in 
the  case  of  any  State),  but  not  before  April  1,  1968,  if  a  modification 
of  the  State  plan  to  comply  with  such  amendment  is  approved  on  an 
earlier  date. 

(2)  The  provisions  of  section  409  of  the  Social  Security  Act  shall 
not  apply  to  any  State  with  respect  to  any  quarter  beginning  after 
June  30, 1968. 

(d)  During  the  fiscal  year  ending  June  30,  1969,  the  Secretary  of 
Labor  may,  notwithstanding  the  provisions  of  section  433(e)  (2)  (A) 
of  the  Social  Security  Act,  pay  all  of  the  wages  to  be  paid  by  the 
employer  to  the  individuals  for  work  performed  for  public  agencies 
(including  Indian  tribes  with  respect  to  Indians  on  a  reservation) 
under  special  work  projects  established  under  the  program  established 
by  section  432(b)(3)  of  such  Act  and  may  transfer  into  accounts 
established  pursuant  to  section  433(e)  (3)  of  such  Act  such  amounts 
as  he  finds  necessary  in  addition  to  amounts  paid  into  such  accounts 
pursuant  to  section  402(a)  (19)  (E)  of  such  Act. 

(e)  Section  402(a)  (8)  of  the  Social  Security  Act  (as  amended  by 
section  202(b)  of  this  Act)  is  further  amended  by  striking  out 
" ;  and"  at  the  end  of  subparagraph  (A)  and  inserting  in  lieu  thereof : 
"(except  that  the  provisions  of  this  clause  (ii)  shall  not  apply  to 
earned  income  derived  from  participation  on  a  project  maintained 
under  the  programs  established  by  section  432(b)  (2)  and  (3) ) ;  and". 
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SECOND  ANNUAL  REPORT  TO  THE  CONGRESS 

WORK  INCENTIVE  PROGRAM  (WIN) 

June  30,  1971 

PART  I  -  PROGRAM  OUTLINE  AND  BACKGROUND 


Program  Description 

The  Work  Incentive  Program  (WIN)  is  a  training  and  employment  program 
authorized  by  Part  C  of  Title  IV  of  the  Social  Security  Act  as  amended.  The 
goal  of  this  program  is  to  provide  the  necessary  services  and  opportunities 
to  Aid  to  Families  with  Dependent  Children  (AFDC)  recipients  to  help  these 
individuals  into  meaningful  jobs  and  economic  independence. 

WIN  is  administered  jointly  by  the  Department  of  Health,  Education,  and 
Welfare  and  the  Department  of  Labor.  The  Department  of  Health,  Education, 
and  Welfare— through  State  welfare  agencies— refers  suitable  AFDC  recipients 
to  WIN  for  enrollment  and  provides  child  care,  medical,  and  other  social 
services  as  required.  The  Department  of  Labor— through  the  State  Employment 
Security  agencies— provides  the  manpower  services  to  enable  recipients  to 
become  wage-earning  members  of  society. 

WIN  was  an  outgrowth  of  several  earlier  efforts  to  introduce  the  concept 
of  manpower  services  as  a  way  to  mitigate  the  problem  of  welfare  dependency. 
These  earlier  programs  began  with  the  passage  of  the  1962  amendments  to  the 
Social  Security  Act  which  established  a  Community  Work  and  Training  Program 
for  AFDC  recipients  18  years  of  age  or  older.  Title  V  of  the  Economic 
Opportunity  Act  of  196/.  expanded  the  concept  through  the  Work  Experience  and 
Training  Program.  Eligibility  for  this  program  was  extended  beyond  welfare 
recipients  to  include  unemployed  fathers  in  States  that  did  not  have  an  assis- 
tance program  for  families  with  unemployed  fathers.  Both  of  these  programs 
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were  administered  by  HEW.  In  1965,  Title  V  of  the  Economic  Opportunity  Act 
was  amended  to  provide  for  DOL  participation  in  the  manpower  aspects  of  the 
program.  Also,  in  1965,  the  Manpower  Development  and  Training  Act  was 
amended  to  give  increased  emphasis  and  service  priority  to  welfare  clients. 

WIN  resulted  from  the  experience  with  these  programs  and  manpower 
programs  generally  which  indicated  that  the  effective  delivery  of  manpower 
services  for  welfare  recipients  would  require  a  greater  effort.  Under  the 
WIN  legislation,  the  Secretary  of  Labor  was  required  to  establish  work  incen- 
tive programs  in  all  jurisdictions  with  significant  numbers  of  AFDC  recipients. 
Welfare  agencies  were  required  to  refer  AFDC  recipients  ready  for  work  or 
training  to  WIN.  Unemployed  fathers  were  required  to  be  referred  within  30 
days  of  receipt  of  public  assistance.  The  legislation  envisaged  three 
groupings  of  enrollees.  One  group  would  require  only  job  placement.  A 
second  group  would  require  training  and  placement.  A  third  group  would 
require  the  provision  of  subsidized  public  employment. 

Program  Development 

Initial  funding  of  WIN  projects  began  in  mid-July  of  1968,  with  signi- 
ficant enrollments  and  program  operations  beginning  the  following  October. 
Early  development  of  the  program  was  hindered  by  legal  barriers  in  State  laws 
relating  to  public  assistance  and  to  legislative  requirements  to  provide 
matching  funds.  Between  July  and  October  31,  1968,  WIN  programs  were  funded 
in  37  States  and  jurisdictions.   By  June  of  1969,  only  New  Hampshire  and 


1/  Includes  District  of  Columbia,  Puerto  Rico,  Virgin  Islands,  and  Guam 
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Nevada  were  outside  the  program.  Nevada  entered  late  in  fiscal  year  1970. 
New  Hampshire  signed  a  WIN  contract  on  June  15,  1971  and  expects  to  begin 
operations  early  in  fiscal  year  1972. 

Program  Approach 

While  the  major  thrust  of  the  WIN  program  is  to  help  individuals 
prepare  for  and  obtain  employment,  the  traditional  manpower  services  such 
as  basic  education,  vocational  training,  job  development  and  placement  are 
not  all  that  is  required.  WIN  enrollees  may  not  only  lack  the  skills  and 
experience  for  steady  jobs,  but  may  also  have  child-care  responsibilities, 
health  problems,  transportation  difficulties,  and  other  problems. 

Based  on  priorities  established  by  the  Department  of  Health,  Education, 
and  Welfare,  the  local  welfare  agency  refers  appropriate  AFDC  recipients  to 
the  local  WIN  unit  of  the  State  Employment  Service  for  their  participation 
in  the  program.  The  WIN  employability  team  develops  with  each  enrollee  an 
employability  development  plan  which  will  enable  the  individual  to  qualify 
for  a  job  he  can  perform  and  hold.  This  plan  is  specifically  tailored  to 
the  needs  of  each  enrollee  and  is  composed  of  appropriate  groupings  of 
components  and  services  to  meet  his  specific  needs.  Those  participants  in 
need  of  special  preparation  to  ensure  job  readiness  are  assigned  to  educa- 
tional, work  internship  or  work  experience  components,  or  skills  training. 
During  this  period  participants  receive  a  $30.00  per  month  incentive  allowance 
and  such  special  technical  and  supportive  services  as  may  be  required. 

Enrollees  identified  as  job  ready  are  placed  in  a  regular  job  or  in 
on-the-job  training.  While  on  the  job,  enrollees  continue  to  receive 
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supportive  services  from  the  WIN  team  for  a  period  of  from  90  to  180  days. 
Where  no-  suitable  training  can  be  arranged  and  a  job  in  the  regular  economy 
cannot  be  found,  the  WIN  sponsor  is  authorized  to  enter  into  agreements 
with  public  agencies  or  private  non-profit  organizations  for  special  work 
projects.  During  enrollment  in  the  WIN  program  the  welfare  agency  continues 
the  basic  assistance  payment  and  furnishes  funds  for  carfare  and  out-of-pocket- 
training  expenses. 

The  Social  Security  Act  permits  female  recipients  who  become  employed 
to  retain  the  first  $30  of  their  monthly  earnings,  plus  the  cost  of  work- 
related  expenses,  plus  one-third  of  the  remainder.  Unemployed  fathers  who 
get  jobs  have  these  benefits  only  if  they  are  employed  less  than  35  hours  per 

week.  The  welfare  agencies  may  continue  to  pay  for  child -care  until  the 

mother  is  able  to  assume  the  cost. 

The  concept  of  enrollment  in  the  WIN  program  is  different  from  most  manpower 

programs.  The  individual  is  a  WIN  enrollee  throughout  his  employability  plan, 

even  during  periods  when  he  is  not  actively  participating  in  training  components. 

Consequently,  some  individuals  are  classified  in  "holding"  status  and  counted 

in  enrollment  figures.  Furthermore,  a  WIN  participant  remains  enrolled  for  90 

to  180  days  after  being  placed  in  employment. 

The  WIN  model  for  program  operations  relies  heavily  upon  three  distinctive 

tools  or  techniques:  the  employability  development  plan,  the  team  concept, 

and  program  flexibility. 

The  employability  development  plan  is  the  outline  of  program  components  and 

supportive  services  developed  jointly  by  the  team  and  the  enrollee  to  reach  the 

enrollee 's  occupational  goal.  A  plan  is  developed  for  each  enrollee  not  imme- 
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diately  referred  to  permanent  placement.  The  initial  plan,  developed  during 
the  intake  period,  is  based  on  such  items  as  evaluation  of  enrollee  needs, 
aptitude  test  results,  labor  market  conditions,  and  the  availability  of  appro- 
priate training.  This  initial  plan  is  progressively  amended  as  the  enrollee 's 
interests  and  aptitudes  become  better  known  to  the  WIN  team,  or  labor 
market  conditions  and  other  relevant  factors  change. 

The  WIN  employability  team  usually  consists  of  a  counselor,  work-training 
specialist,  job  developer,  coach,  and  clerk.  Sometimes  a  welfare  case-worker 
is  attached  to  the  team.  The  team  works  closely  with  the  enrollee,  each 
member  delivering  his  special  service  within  the  team  setting.  The  team  is 
"home  base"  for  the  enrollee  from  initial  enrollment  to  termination  from  the 
program. 

The  flexibility  of  the  WIN  concept  is,  perhaps,  the  most  unique  WIN  feature. 
Other  manpower  programs  usually  provided  distinct  service  packages.   In  WIN, 
however,  the  kind  and  source  of  training  are  identified  only  after  the  employa- 
bility plan  is  developed.  WIN  may  use  public,  private  non-private  or  private 
for  profit  training  sources.   Other  programs  may  or  may  not  provide  manpower 
and  social  supportive  services,  while  a  variety  of  such  services  are  available 
in  WIN. 
Program  Elements 

The  WIN  concept  packages  the  complete  range  of  manpower  services  available 
separately  in  other  manpower  programs.  The  following  paragraphs  describe  the 
variety  of  manpower  services  available  to  a  WIN  enrollee.  Normally,  an  enrollee 
does  not  participate  in  all  of  them.  For  instance,  some  enrollees  enter  employ- 
ment and  follow-up  directly  from  orientation  while  others  require  basic  education, 
training,  etc.,  before  being  placed  in  employment. 
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Intake  and  Assessment 

During  intake  and  assessment,  the  enrollee  is  evaluated  to  determine  his 
particular  needs.  He  is  interviewed  by  the  WIN  team,  which  assesses  him  using 
tests,  work  sampling,  and  other  evaluative  tools.  During  this  phase  the  initial 
employability  plan  is  developed  which  details  the  steps  the  individuals  may 
follow  in  his  progress  through  the  WIN  program. 

A  period  of  "holding"  may  follow  enrollment  and  assessment,  if  training 
courses,  opportunities  or  other  services  are  not  immediately  available.  Although 
the  enrollee  may  not  be  actively  in  training  during  this  time,  he  is  still 
enrolled  and,  as  the  opportunity  arises  is  placed  in  the  appropriate  step  of  his 
employability  plan. 

Orientation 

Orientation  includes  all  activities  related  to  introducing  the  enrollee  to 

WIN.   It  might  include  a  description  of  the  nature  of  WIN  and  the  types  of 

training  available,  an  explanation  of  the  sponsor's  rules,  information  about 

the  enrollee' s  status  while  in  WIN,  and  introduction  to  the  WIN  staff.  The 

employability  portion'of  the  orientation  may  include  such  subjects  as  motivatio  , 

job  interviewing  techniques,  application  writing,  what  to  expect  from  employers, 

and  other  job-related  subject. 

Work  Internship 

Work  internship  permits  enrollees  to  sample  a  variety  of  occupations  and  work 

situations  during  a  10-week  period.  It  also  allows  the  team  to  find  out  more 

about  the  enrollees'  interests  and  aptitudes. 

Work  Experience 

Work  experience  emphasizes  the  development  of  basic  work  habits  and  knowledge 

of  the  world  of  work  through  job  experience  in  actual  work  situations  at  public 

or  private  non-profit  agencies.  . 
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Education 

Educational  services  are  provided  to  those  recipients  lacking  the 
minimum  education  necessary  to  obtain  a  job  or  participate  in  further 
training.  Major  types  of  academic  training  are  basic  education  and 
General  Education  Development  leading  to  a  high  school  equivalency 
certificate. 
Institutional  Training 

Institutional  training  is  classroom  vocational  education  in 
clerical,  service,  and  semi-skilled  to  skilled  occupations.   Training 
may  be  with  public  or  private  agencies.   Courses  may  be  developed  specif- 
ically for  groups  of  WIN  enrollees,  or  the  enrollee  may  be  referred  on 
an  individual  basis  to  a  particular  course. 
On- The- Job- Training 

On-the-job- training  is  skill  training  provided  by  a  public  or 
private  employer.   The  employer  pays  wages  to  the  trainee  and  is 
reimbursed  for  some  or  all  the  training  costs  incurred.   The  enrollee 
may  continue  to  receive  an  adjusted  welfare  payment  depending  on  his 

or  her  earnings  and  welfare  standards  in  the  particular  State.  During 

on-the-job-training,  supportive  services  may  continue. 

Para-Professional  Training 

Para-professional  training  offers  classroom  vocational  education 

and  practical  work  experience  geared  to  entry-level  jobs  in  public 

service.  Training  is  with  public  and  private  nonprofit  agencies  and 

in  most  cases  is  coupled  with  remedial  education  and  general  educational 

development. 
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Follow-up 

Follow-up  is  a  series  of  team-enrollee  contacts  during  the 
enrollee's  first  90  to  180  days  in  a  permanent  job.   The  team  sees 
that  supportive  services  needed  to  assure  enrollee  adjustment  are 
furnished  when  needed.   The  enrollee  may  even  be  recycled  into  other 
WIN  training  if  the  job  proves  unsatisfactory. 
Intensive  Follow-up 

Intensive  follow-up  is  close  supervision  and  assistance  to  those 
enrollees  who  are  particularly  inexperienced  or  unsure  of  themselves 
in  their  new  job  placement.  WIN  arranges  for  up  to  eight  weeks  of 
greater  than  normal  supervision  by  the  employer  where  a  need  is  indicated. 
Special  Work  Projects 

Special  Work  Projects  are  subsidized  work  with  public  or  private 
non-profit  agencies  in  unskilled  or  low-skilled  jobs  for  enrollees 
who  cannot  benefit  from  work,  experience,  or  training  situations  in 
the  regular  economy. 
Suspense 

Suspense  is  a  category  for  WIN  participants  who  enroll  in  other 
manpower  programs  as  part  of  their  employability  plan.  For  example, 
a  WIN  team  determines  that  an  enrollee  has  an  aptitude  and  interest 
in  upholstering  and  a  Manpower  Development  and  Training  Act  (MDTA) 
class  in  upholstering  has  space  for  the  enrollee.  He  is  placed  in 
"suspense"  for  training  with  the  MDTA  program  and  continues  to  receive 
supportive  services  from  his  W£N  team. 
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Relocation  Assistance 

Relocation  assistance  is  aiding  WIN  participants  to  move,  with 
their  consent,  to  jobs  in  other  areas  that  will  enable  them  to  become 
permanently  employable  and  self  supporting.  Reasonable  costs  of 
transportation  for  participants,  their  dependants  and  household  belongings, 
plus  a  relocation  allowance  are  payable. 
Holding 

Holding  is  suspension  of  normal  enrollee  participation  in  WIN 
program  activities  due  to  personal  or  programmatic  factors.   Counseling, 
employment  preparation  or  additional  orientation  activities  are  carried 
on  during  holding  periods. 
Appeals  and  Grievances 

There  are  grievance  and  appeals  systems  available  to  WIN  enrollees. 
During  enrollment  processing  each  enrollee  is  given  a  pamphlet  and  briefing 
on  the  appeals  procedures  and  his  rights  while  he  is  in  the  program. 
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PART  II  -  PROGRAM  STATUS 
Funding 

A  total  of  $269  million  has  been  appropriated  for  WIN  manpower 
activities  through  fiscal  year  1971.   For  fiscal  year  1969,  the  cost  for 
29,100  man-years  of  training  was  $31  million,  or  an  average  of  $1,069 
per  man-year.  Federal  administration  costs  were  $2,100,000.  WIN 
provided  30,000  man-years  of  training  in  fiscal  year  1970  at  a  cost  of 
$77.7  million,  or  an  average  of  $971  per  man-year.  Federal  administration 
costs  were  $5.28  million.   During  fiscal  year  1971  it  is  estimated  that 
111,500  man-years  of  training  was  provided  at  a  cost  of  $118.8  million, 
or  $1,065  per  man-year.  Federal  administrative  costs  were  $7.4-8  million. 

WIN  funds  were  initially  allocated  among  the  States  on  the  basis  of 
concentrations  of  AFDC  recipients  and  demonstrated  capacity  to  operate  a 
manpower  program.  As  the  program  has  developed,  however,  more  emphasis 
has  been  placed  on  the  ability  of  the  States  to  enroll  and  provide 
services  to  the  clients  and,  most  importantly,  on  the  ability  of  each 
State  to  make  contributions  to  "match"  the  Federal  allocation.  The 
WIN  matching  formulas  require  that  the  State  provide  20  percent  of  the 
total  WIN  manpower  costs  and  25  percent  of  the  costs  of  child -care, 
medical  examinations,  and  other  supportive  services  including  certain 
work  and  training  related  expenses. 
Enrollment 

There  have  been  nearly  267,000  enrollments  in  WIN  from  its  beginning 
in  August,  1968,  through  April  30,  1971.  By  that  date  end-of  month  enrollment 
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was  112,336,  up  25%   from  89, 445  a  year  ago.   During  the  first  half  of 
fiscal  1971  the  net  gain  of  enrollments  over  terminations  averaged  2,400 
per  month.  This  expansion  rate  dropped  sharply  to  only  750  per  month 
during  the  period  of  January  through  April  as  terminations  increased 
more  rapidly  than  enrollments.  A  new  regional  office  management 
information  system  has  teen  put  into  use  to  help  identify  the  causes 
of  the  reduced  rate  of  growth  and  to  institute  corrective  action. 

A  favorable  aspect  of  the  data  in  Table  1  is  that  "completions", 
one  component  of  the  total  termination  figure,  increased  from  an  average 
monthly  rate  of  1,4-36  in  the  first  half  of  fiscal  year  ±971,  to  1,8-37  in 
the  4-month  period  from  January  to  April  30,  1971,  an  increase  of  about  33 
percent.  During  the  same  period,  "dropouts"  and  "other"  terminations 
increased  from  5,382  to  6,787  ,  or  about  26%. 
Program  Results  as  of  April  30.  1971 

WIN  has  placed  more  than  44,100  people  in  regular  jobs  since  the 
program  began.   Some  12,900  of  these  workers  have  been  placed  within 
the  past  six  months,  and  are  still  receiving  follow-up  services  from  the 
program.  Another  31,200  have  completed  follow-up  and  have  successfully 
terminated  from  the  program  (Table  2). 

Because  the  WIN  program  began  to  reach  substantial  operating  levels 
only  recently,  a  large  portion  of  these  267,000  enrollees  (42  percent) 
are  still  in  the  program,  a  decrease  from  56  percent  a  year  ago.  A 
WIN  enrollee  is  counted  as  active  in  the  program  until  he  has  been 
placed  on  a  job  for  at  least  three  months,  or  has  been  terminated  for 
other  reasons.  Of  the  267,000  who  have  entered  the  program,  99,457 
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TABLE  2 


Number  of  WIN  Enrollees  and  Graduates  at  Work 


April  April 

1970  1971 


On-the-job  training 661  l,lil6 

Special  work  projects 976  l,lU9 

Other  work  experience NA  3,503 


At  work  and  receiving  follow- 
up  services 12,282         12,879) 

JW*,119 

At  work  after  90  or  180  day  \ 

follow-up 12.7U7         31.2UC' 


TOTAL  26,666        50,187 


65-745  O  -  71  -  pt.  1  -  41 
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(33  percent)    are  presently  in  WIN  training,-    12,879  are  working 
at  jobs  but  still  receive  follow-up  services  from  the  program,    31,24.0 
have   successfully  completed  the  program,    and  another  123,073  have  left 
the  program  prior  to  completing  their  employability  plan    (Table  l) .      A 
number  of  these  individuals  have  probably  obtained  jobs  on  their  own. 

Many  of  those  who  are  working  are   still  being  assisted  by  the  WIN 
program   (Table  3).      They  are  either  in  on-the-job- training   (j.,416),    or 
in  regular  jobs  but  receiving  follow-up  counseling  by  WIN  staff    (12,879). 
About  4,650  persons  are  working  in  Special  Work  Projects   and  other 
subsidized  jobs.     Another  31,24.0  persons  have  been  employed  through, 
the  follow-up  period  and  terminated  from  WIN.     Altogether,    the   50,187 
persons  working  in  jobs  represent  a  WIN  achievement;    these  workers  - 
former  welfare  recipients  -  have  been  brought  to   the  level  of  a  wage- 
receiving,   working  situation. 

Available  fiscal  1971  reports  (Table  4.  and  Appendix  Table  A-2)   for 
nearly  7,000  employed  terminees  indicate  relatively  little  overall   change 
in  hourly  earnings  over  previous  years.      Average  hourly  wages   in  major 
categories  ranged  from  a  low -of  $1.91   in  service  work   to  a  high  of  $2.92 
in  structural  work.      Average   hours  worked  per  week  dropped  by  one  hour 
over  the  year  to  a   total  of  38.7.      For  all  occupational   categories, 
average  hourly  earnings   of  WIN  graduates   approximated  $2.28  during 
the  period  July  1,    1970   through  March  31,    1971. 


Including  persons  who  are  enrolled  in  other  manpower  programs  and 
are  in  "suspense"   status. 
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TABLE  3 


STATUS  OF  WIN  ENROLLEES 

Comparative  data  on  enrollments  in  WIN  for 
April  1970  and  April  1971,  with  percent  of  change 


Total 

In  other  manpower  Programs 
Orientation  and  Assessment 
Training 

Basic  education 
Vocational  training 
Other  training 
On- the- job-training 

Job  Experience 

Special  work  projects 

Other  types  of  work  experience 

Holding 

Intake  phase  holding 

Component  Holding 

Program  related  (Holding  between 

components ) 
Job  ready  (Awaiting  job  placement) 
Holding  due  to  problems  not  related 

to  WIN  program 

Follow-Up 


April  1970 

April  1971 

%  Change 

89.UU5 

112,336 

+  25.6 

U,523 

6,122 

♦  35.1* 

6,517 

8,697 

+  33.5 

U2.998 

52,162 

+  21.3 

19,U50 

18,901 

3,986 

661 

22,711* 

25,860 

2,172 

1,U16 

U.652 

+  16.8 
+  36.8 
-  U5.5 
+1H1.2 

976 

NA 

1,1U9 
3,503 

+  17.7 

22.1ii9 

27,82U 

+  25.6 

7,096 

5,2Uo 

-  26.2 

15,053 

22,581+ 

+  50.0 

NA 
NA 

7,318 
7,W5 

NA 

7,821 

12,282 

12,879 

*    U.9 

Nott  -     NA  -  Not  Available 


634 


I 

m 

■< 


noil 


83 

H 

%H 

O 

Ic* 

CJ  -p 

PH5 

V  i 
.*  CI 
(t  HO 
O  O  £- 
Sc  -H  Os 
+>  fH 
a   tn 

3    3 
O    0\ 
W     Or-l| 

«°H 

W  |-  t— 

CJ  oo\ 

IH    -rjfH 
OJ    (3 
>   2    CO 

S  a 

■a  .o   o 

8     * 

co   o>    a 
t>  o  u 

MUM 
CO   -rl    «H 

O     4> 

w& 

OJ  rH 
bD  P. 


""fl 


m 
U 
3 

O 
r- 

a 

H 

1       * 

CO 

CM 

i>- 

CO 

.» 

NO 

co 

CO 

H 

a 

OS 

Os 

Os 

rH 

Os 

o 

OS 

O 

o 

O 

O  .Sd 

rH 

PO 

CO 

CO 

co 

^» 

m 

-3- 

CO 

j 

-3 

^t 

W   a) 

«J 

oj  5= 
to 
a  U 

r* 

t-i 

-3- 

VO 

O 

CO 

j- 

O 

r- 

Os 

r- 

CO 

OJ  Pi 

t— 

• 

-• 

* 

• 

■ 

• 

• 

• 

• 

• 

> 

OS 

CO 

CO 

CO 

CO 

d 

Os 

o 

OS 

CO 

OS 

Os 

< 

r-( 

r^ 

CO 

co 

co 

j- 

CO 

^J- 

CO 

CO 

CO 

co 

V 

O 

rH 

Os 

trs 

-3 

CO 

CO 

CO 

u> 

ITS 

CM 

ITS 

10 

t—l 

rn 

its 

t-i 

Os 

<as 

-» 

J 

rH 

c— 

ITS 

OJ 

«  a 

ON 

tODc 
a 

rH 

CM 

(M 

CO 

rH 

rH 

CM 

CM 

CO 

CM 

CM 

CM 

^3 

tH 

^o 

CO 

t— 

rH 

CO 

CO 

ITS 

r^ 

8s 

VO 

O 

t— 1 

cu 

ir\ 

rH 

Os 

m 

-3- 

l/\ 

f-{ 

ITS 

co 

O 

O 

■M 

rH 

aj 

CO 

CO 

r-\ 

CO 

CM 

CM 

CO 

CM 

CM 

™ 

■p 

iff. 

fl 

rH 

ty 

c- 

o 

t- 

co 

O 

evi 

ITS 

U\ 

(- 

CO 

CO 

ITS 

O   »H   P 

o 

CM 

CM 

l-i 

rH 

>-i  o  o 

H 

• 

O 

o 

H-> 

t~ 

tu 

O 

CO  i-H 

0) 

<U   >H 

u 

O  -H 

o 

rH 

o 

CO 

8 

en 

t-i 

ITS 

-» 

CO 

OS 

Os 

^e 

Ji 

s 

t-t 

vo 

o 

o 

CM 

t-\ 

t 

O 

•-i 

H 

-3 

co 

CO 

r^ 

CO 

CO 

J- 

CO 

CO 

10    01 

3 

•* 

•» 

•P   £H 

24 

CO 

H. 

l-i 

In 

Q  13 
0t   OJ 

V     >> 

P5    O 

t-1 

P 
fl 
CJ 

t-f 
fl 

cA 

o 

rH 

O 

ITS 

CO 

CO 

-* 

ITS 

t- 

OS 

CO 

P. 

CJ   0-i   p 

o 

CO 

CM 

Fl    rH 

f-<   o   o 

H 

CJ 

-P 

Qs 

04 

u 

tu 

3 

J- 

c»-> 

s 

^ 

r- 

rl 

J- 

-3 

CO 

co 

,n 

rci 

s 

-j- 

o 

rH 

VO 

o 

CO 

OS 

3 

* 

o 

H 

CM 

CO 

co 

ITS 

VO 

H 

K 

VO 

CM 

H 

l-l 

a 

■rH 

U 

OJ 

to 

a 

•* 

S 

& 

rH 

rH 

0> 

'01 

a 

OJ 

o 

+> 

o 

Ih 

to 

o 

•rl 

O 

0 

en 

fl 

fe 

•CJ 

■p 

A 

CO 

OJ 

3 

• 
CO 

o 

OJ 
EH 

OJ 
rH 
CO 

E7 

Ai 

8 

o 

H 

D 

CO 

OJ 

o 

U 

A 

a 

•* 

A 

OJ 

O 

CO 

V 

a 

rH 

•a 

ca 

•a 

Cv 

3 

U 

o 

CO 

fl 

•H 

a 

O 

-rl 

fl 

a 

E<f 

to 

^ 

Jd 

rH 

OJ 

•P 

•P 

O 

fl 

M 

CJ 

c 

o 

a 

Pi 

CO 

a 

cu 

to 

a 

CD 

o 

^ 

rH 

fl 

3 

a 

o 

CI 

s 

CO 

r: 

H-> 

t-i 

fl 

U 

V 

«H 

s 

CJ 

TH 

A 

O 

0> 

o 

a 
O 

>rl 
O 

V 

1 

o 
O 

^3 
O 

CJ 

fl 

2 

o 

a 

■H 

■p 

75 

a 

d 

OJ 
CO 

£ 

J| 

OJ 

Ph 

CO 

TH 

2 

CI 

Pi 

3 

CJ 
CJ 

O 

• 

• 

1 

1 

1 

■ 

t 

1 

I 

s 

rH 

CM 

m 

-3- 

ITS 

VO 

r- 

CO 

Os 

r-  Os 

Os  t-i 

H 

•* 

•* 

rl 

rH 

CO 

fl 

S 

#) 

a 

CJ 

& 

U 

CO 

■a 

-j 

a 

<> 

to 
a 

u 

o 

p 

1 

OS 

H->  VD 

(<N 

O 

rH 

r- 

tt\ 

"V 

rH 

H 

^ 

>, 

rH 

(-1 

n 

S 

3 

3 

CI 

►3 

•"> 

8 

n 

b 

a 

■n 

Tl 

OJ 

11) 

r- 

> 

^H 

•rH 

a 

0) 

V 

CI 

V 

t) 

In 

Ih 

n 

CO 

p 

t 

o 

a 

01 

eg 

u 

in 

-3- 

3 

rH 

rl 

1 

r 

?;  a 

*-• 

*-• 

c 

n 

<-> 

o 

■n 

rt 

CI 

o 

to 

o 

w  « 


635 


The  slight  downturn  in  hourly  entry  level  earnings, from  $2.31  the 
previous  year  to  $2.28  for  fiscal  1971  WIN  graduates^ s  primarily  due 
to  substantially  increased  placements  in  clerical,  sales,  and  service 
categories.   These  occupational  groups  —  employing  more  than  half  of 
the  employed  terminees  repo-ted  on  and  largely  filled  by  women  — 
reported  wages  appreciably  below  the  national  WIN  average. 

The  bulk  of  the  remaining  employed  terminees  were  spread  over 
several  categories.  About  one-eighth  of  the  total  were  engaged  in  the 
professional,  technical,  and  managerial  field  with  another  9  percent  in 
the  "miscellaneous"  group.  Structural  work  accounted  for  7  percent  of 
the  employed  total  while  the  machine  trades  and  bench  work  account  for 
U   and  5  percent,  respectively. 

Job  opportunities  for  female  WIN  enrollees  are  largely  concentrated 
in  the  clerical  and  sales,  service,  social  welfare,  and  health  fields, 
'  with  some  opportunities  in  the  professional,  technical  and  management 
category.  Thus  WIN  training  emphasizes  basic  education,  clerical  skills, 
keypunch  operations,  licensed  practical  nursing,  and  nurses'  aide 
training  for  the  women.   The  job  opportunities  for  male  enrollees  encsnpa: 
the  whole  range  of  occupations  normally  found  in  the  labor  market.   The 
most  frequent  types  of  placements  for  men  are  for  jobs  in  structural, 
bench  work,  machine  skills,  processing,  and  farming  skills  areas.  The 
largest  reported  group  of  male  placements  is  in  the  miscellaneous 
category. 
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Enrollee  Characteristics 

Data  for  fiscal  year  1971  (to  March  31,  1971)  indicate  that  the 
majority  of  WIN  enrollees  (64  percent)  are  women,  down  from  71  percent 
last  year.  More  than  half  the  enrollees  (56  percent)  are  white,  up 
from  last  year's  52  percent;  39  percent  are  Negro;  16  percent  Spanish 
surnames  (down  from  20  percent  last  year);  and  5  percent  are  members 
of  other  minority  groups  such  as  American  Indians  and  orientals.  (Table  5) 

The  typical  WIN  enrollee  is  a  school  drop-out,  with  19  percent 
having  completed  eight  grades  or  less;  and  another  4.2  percent  have  not 
completed  high  school.  Severely  under-educated  enrollees— persons  with 
no  more  than  an  eighth  grade  education  were  down  from  32  percent  in 
fiscal  year  1969  and  24  percent  in  fiscal  year  1970.  The  number  of 
enrollees  with  better  than  high  school  education  has  increased  from 
28  percent  in  fiscal  year  1969  and  32  percent  in  fiscal  1970,  to  39 
•  percent  in  fiscal  year  1971. 

About  63  percent  of  all  enrollees  are  in  prime  working  years--between 
ages  22  and  44;  five  percent  are  45  and  over;  and  27  percent  are  under 
age  22.   Participation  of  enrollees  under  age  22  has  increased  from 
16  percent  in  1969,  22  percent  in  1970  to  1971' s  27  percent.   This 
rise  in  youthful  participants  may  be  due  to  the  improved  ability  of 
caseworkers  to  deal  with  the  special  problems  of  this  group. 

The  sharp  jump  in  male  enrollment  from  29  percent  in  1970  to  36  percent 
in  1971  reflects  the  impact  of  the  recent  economic  downturn  which  forced 
them  onto  welfare  after  exhausting  their  unemployment  insurance  benefits. 
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The  slight  downturn  in  hourly  entry  level  earnings, from  $2.31  the 
previous  year  to  $2.28  for  fiscal  1971  WIN  graduates  was  primarily  due 
to  substantially  increased  placements  in  clerical,  sales,  and  service 
categories.   These  occupational  groups  —  employing  more  than  half  of 
the  employed  terminees  reported  on  and  largely  filled  by  women  — 
reported  wages  appreciably  below  the  national  WIN  average. 

The  bulk  of  the  remaining  employed  terminees  were  spread  over 
several  categories.  About  one-eighth  of  the  total  were  engaged  in  the 
professional,  technical,  and  managerial  field  with  another  9  percent  in 
the  "miscellaneous"  group.   Structural  work  accounted  for  7  percent  of 
the  employed  total  while  the  machine  trades  and  bench  work  account  for 
U   and  5  percent,  respectively. 

Job  opportunities  for  female  WIN  enrollees  are  largely  concentrated 
in  the  clerical  and  sales,  service,  social  welfare,  and  health  fields, 
with  some  opportunities  in  the  professional,  technical  and  management 
category.   Thus  WIN  training  emphasizes  basic  education,  clerical  skills, 
keypunch  operations,  licensed  practical  nursing,  and  nurses'  aide 
training  for  the  women.   The  job  opportunities  for  male  enrollees  encompass 
the  whole  range  of  occupations  normally  found  in  the  labor  market.   The 
most  frequent  types  of  placements  for  men  are  for  jobs  in  structural, 
bench  work,  machine  skills,  processing,  and  farming  skills  areas.  The 
largest  reported  group  of  male  placements  is  in  the  miscellaneous 
category. 
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Enrollee  Characteristics 

Data  for  fiscal  year  1971  (to  March  31,  1971)  indicate  that  the 
majority  of  WIN  enrollees  (64  percent)  are  women,  down  from  71  percent 
last  year.  More  than  half  the  enrollees  (56  percent)  are  white,  up 
from  last  year's  52  percent;  39  percent  are  Negro;  16  percent  Spanish 
surnames  (down  from  20  percent  last  year);  and  5  percent  are  members 
of  other  minority  groups  such  as  American  Indians  and  orientals.  (Table  5) 

The  typical  WIN  enrollee  is  a  school  drop-out,  with  19  percent 
having  completed  eight  grades  or  less;  and  another  4-2  percent  have  not 
completed  high  school.  Severely  under-educated  enrollees — persons  with 
no  more  than  an  eighth  grade  education  were  down  from  32  percent  in 
fiscal  year  1969  and  24.  percent  in  fiscal  year  1970.  The  number  of 
enrollees  with  better  than  high  school  education  has  increased  from 
28  percent  in  fiscal  year  1969  and  32  percent  in  fiscal  1970,  to  39 
percent  in  fiscal  year  1971. 

About  63  percent  of  all  enrollees  are  in  prime  working  years--between 
ages  22  and  44-5  five  percent  are  45  and  over;  and  27  percent  are  under 
age  22.  Participation  of  enrollees  under  age  22  has  increased  from 
16  percent  in  1969,  22  percent  in  1970  to  1971' s  27  percent.  This 
rise  in  youthful  participants  may  be  due  to  the  improved  ability  of 
caseworkers  to  deal  with  the  special  problems  of  this  group. 

The  sharp  jump  in  male  enrollment  from  29  percent  in  1970  to  36  percent 
in  1971  reflects  the  impact  of  the  recent  economic  downturn  which  forced 
them  onto  welfare  after  exhausting  their  unemployment  insurance  benefits. 
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TABLE  5 


Selected  Characteristics  of  WIN  Enrollees  by  Year 


Characteristics 

FY 

1969 

(percent) 

FY 

1970 

(percent) 

"  1/ 

1971  y 

(percent) 

TOTAL 

100 

100 

100 

Sex 

Male 
Female 

40 
60 

29 
71 

36 
64 

Race 
White 
Negro 
Other 

56 

40 

4 

52 

43 

5 

56 
39 

5 

Education 

8th  grade  or  less 
9th  thru  11th 
12  th  and  over 

31 
41 
28 

24 
44 
32 

i9 

42 

39 

Acre 

Under  22 

22-44 

45  and  over 

16 
74 
10 

22 

71 
6 

27 

68 

5 

Head  of  household 
Spanish  surname 

y     To  March  31,  1971 


91 
18 


85 
20 


85 
16 
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"Holding"  Categories 

Although  holding  was  a  major  problem  in  the  early  days  of  WIN, 
there  has  been  a  general  improvement  in  the  ability  to  move  enrollees 
through  their  training  plans  without  long  delays.   Table  6  shows 
decreasing  percentages  in  the  categories  of  "program-related"  and 
"intake  phase"  holding.   The  tight  labor  market  and  increasing  difficulties 
in  finding  suitable  job  opportunities  for  WIN  graduates  is  displayed  in 
the  monthly  increases  in  the  "job-entry"  holding  category.   "Non-program 
related"  holding  reflects  enrollee  problems  of  illness,  child-care  and 
other  conditions  associated  with  poverty.   This  category  has  remained 
stable  as  a  percentage  of  current  enrollment. 
Terminee  Characteristics 

Of  the  154., 313  enrollees  who  have  terminated  from  the  WIN  program 
through  April  30,  1971,  about  123,000  left  without  completing  their 
employability  development  plan.   Some  20  percent  (31,000)  successfully 
completed  WIN;  another  21  percent  (32,000)  left  early  "without  good  cause". 
However,  the  bulk  of  early  terminations,  the  91,000  "other"  terminations, 
resulted  from  good  causes  such  as  illness,  family  care  problems,  pregnancy, 
and  many  other  justifiable  reasons  (Table  7). 

Table  8  gives  information  about  the  characteristics  of  60,000 
enrollees  who  were  terminated  from  the  WIN  program  during  fiscal  year 
1971  (through  March  31,  1971).   Selected  characteristics  of  terminees 
are  compared  by  category  of  termination — "completers",  "other  (good 
cause),  and  'dropouts". 
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TAH£  7 


Reasons  for  Termination  from  the  WIN  Program 

December  31,   1970  1/ 

(percent  distribution) 


Approximate 

Reason  for  Termination 

Percent 

Number  of    . 
Enrollees  2/ 

Total 

100 

Completed  employability  plan 

20 

31.240 

Dropouts 

20 

32.050 

Cannot  locate 

u 

6,200 

Refuse  to  continue 

13 

20,050 

Administrative  separation 

3 

5,800 

Other  terminations 

60 

91.000 

Full  time  school 

1 

1,300 

Armed  forces 

2/ 

Committed  to  institution 

1 

1,300 

Illness 

11 

16,600 

Pregnancy 

A 

6,000 

Care  of  Family 

10 

15,100 

Transportation  problems 

2 

3,000 

Moved  from  area 

7 

10,500 

Death 

2/ 

Returned  to  welfare 

3 

A,  200 

Appeal  accepted 

2/ 

Referred  in  error 

2 

3,000 

Other 

19 

29,100 

i/  Based  on  a  sample  of  29,000  termination  reports. 
-'    Less  than  ■§•  of  one  percent. 

2/  Extrapolated  from  percentages  found  in  the  sample  of  29,000 
termination  reports. 
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WIN  Interagency  Activity 

During  fiscal  year  1971,  the  Department  of  Labor  and  the  Department 
of  Health,  Education,  and  Welfare  made  concerted  efforts  to  improve 
coordination  between  the  two  agencies  at  both  the  National  and  the 
regional  levels.   The  interagency  task  force  which  had  been  established 
in  fiscal  year  1970,  continued  to  meet  regularly,  and  joint  technical 
assistance  visits  have  been  carried  out  by  National  Office  staff.  A 
joint  instruction  to  the  Employment  Service  and  Welfare  agencies  on 
sources  of  "in-kind"  contributions  to  meet  the  20  percent  State  matching 
requirements  is  the  final  stages  of  preparation.  Another  joint  issuance 
would  astablish  a  HEW/DOL  WIN  interagency  working  group  to  assure  maximum  • 
cooperation  and  coordination  at  both  regional  and  local  levels.  The 
increasing  delegation  of  decision  making  authority  to  the  regional 
offices  underscores  the  need  for  interagency  work  groups  at  all  levels. 

There  was  increased  involvement  of  Vocational  Rehabilitation  agencies 
in  WIN  during  fiscal  year  1971.   Two  conferences  involving  manpower, 
social  welfare  and  rehabilitation  agency  representatives  were  held  to 
examine  the  interdspendency  of  their  programs,  and  to  develop  improved 
delivery  systems  for  rehabilitation  services  and  model  services 
agreements  for  manpower  agencies  and  rehabilitation  facilities. 

On  the  local  level,  several  projects  are  engaged  in  joint  Employment 
Service-Welfare-Vocational  Rehabilitation  assessment  of  referrals.  Some 
of  these  interagency  teams  deal  only  with  medical  problems,  while  others 
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cover  all  aspects  of  the  enrollee.   In  other  projects,  Vocational 
Rehabilitation  agencies  are  cooperating  with  WIN  teams  in  identifying 
medical  problems  of  enrollees.  Many  welfare  agencies  have  established 
special  WIN  units  that  work  jointly  with  Employment  Service  WIN  staff 
to  improve  WIN  services. 
Welfare  Savings  from  WIN 

According  to  HEW  reports  based  on  the  complete  history  of  the  WIN 
program,  State- compiled  figures  show  that  savings  to  public  assistance 
agencies  because  of  reduced  payments  attributable  to  employment  or  on-the- 
job-training  was  estimated  to  be  about  $10  million  dollars.  Also,  for 
all  cases  closed  through  December  1970  (20,000),  the  total  estimated 
annual  savings  would  be  $50  million  dollars.  For  a  case  to  be  closed, 
there  would  need  to  be  earnings  at  a  rate  to  at  least  equal  the 
assistance  payments,  work  expenses,  and  the  mandatory  disregarding  of 
earned  income. 

Table  9  shows  maximum  monthly  welfare  payments  to  AFDC  recipients 
by  States  and  the  hourly  earning  levels  required  to  remove  AFDC 
recipients  from  welfare  rolls  in  each  State. 
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TABLE  9 


State  Welfare  Payment  and  Earnings  Levels  Needed  to  Remove 
AFDC  Recipients  from  Welfare  Rolls  (Family  of  Four)  -> 


Highest  Monthly  Payments 

made  by  State 

Welfare  to 

Hourly  Earnings  Levels 

State 

AFDC  Recipients 

-  March,  1971 

Required  to  Remove 

Monthly 

Hourly 

AFDC  Recipient  from 

Payment 

Equivalent 

Welfare  Rolls  2/  3/ 

1. 

Mississippi 

$  60.00 

$0.35 

t0. 77 

2. 

Alabama 

81.00 

•  47 

.91 

3. 

Arkansas 

106.00 

.58 

1.04 

4. 

South  Carolina 

103.00 

.59 

1.06 

5. 

Louisiana 

109.00 

.63 

1.12 

6. 

Tennessee 

129.00 

.74 

1.25 

7. 

Missouri 

130.00 

.75 

1.27 

8. 

Florida 

134.00 

.77 

1.30 

9. 

Georgia 

133.00 

.77 

1.30 

10. 

West  Virginai 

138.00 

.80 

1.34 

11. 

Nevada 

143.00 

,   .82 

1.37 

12. 

Indiana 

150.00 

.86 

1.46 

13. 

North  Carolina 

158.00 

.93 

1.52 

H. 

Arizona 

167.00 

.96 

1.60 

15. 

Maine 

168.00 

.97 

1.62 

16. 

Texas 

179.00 

1.03 

1.71 

17. 

Oklahoma 

185.00 

1.05 

1.73 

18. 

New  Mexico 

182.00 

1.05 

1.73 

19. 

Kentucky 

187.00 

1.08 

1.78 

20. 

Delaware 

187.00 

1.08 

1.78 

21. 

Utah 

187.00 

1.08 

1.78 

22. 

Maryland 

196.00 

1.13 

1.83 

23. 

Ohio 

200.00 

1.15 

1.90 

24. 

Nebraska 

200.00 

1.15 

1.90 

25. 

Wisconsin 

217.00 

1.25 

2.05 

26. 

California 

221.00 

1.27 

2.08 

27. 

Oregon 

225.00 

1.30 

2.12 

28. 

Wyoming 

227.00 

1.31 

2.14 

29. 

Montana 

228.00 

1.31 

2.14 
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Highest  Monthly  Payments 

made  by  State 

Welfare  to 

Hourly 

Earnings  Levels 

State 

AFDC  Recipients 

-  March,  1971 

Required  to  Remove 

Monthly 

Hourly 

AFDC  1 

Recipient  from 

Payment 

Equivalent 

Welfa 

re  Rolls  2/  3/ 

30. 

Colorado 

235.00 

1.36 

2.22 

31. 

D.C. 

238.00 

1.37 

2.23 

32. 

Iowa 

243.00 

1.40 

2.28 

33. 

Idaho 

242.00 

1.40 

2.28 

34- 

Kansas 

251.00 

1.45 

2.36 

35. 

Virginia 

261.00 

1.50 

2.40 

36. 

Hawaii 

263.00 

1.52 

2.42 

37. 

Rhode  Island 

263.00 

1.52 

2.42 

38. 

Illinois 

284-00 

1.63 

2.61 

39. 

North  Dakota 

284.00 

1.63 

2.61 

40. 

Michigan 

293.00 

1.69 

2.70 

41. 

New  Hampshire 

294.00 

1.70 

2.72 

42. 

Minnesota 

299.00 

1.72 

2.75 

43. 

South  Dakota 

300.00 

1.73 

2.77 

44. 

Washington 

303.00 

1.75 

2.80 

45. 

Pennsylvania 

313.00 

1.80 

2.87 

46. 

Vermont 

327.00 

1.89 

3.00 

47. 

Connecticut 

330.00 

1.90 

3.02 

48. 

New  York 

336.00 

1.94 

3.08 

49. 

New  Jersey 

347.00 

2.00 

3.16 

50. 

Massachusetts 

349.00 

2.01 

3.18 

51. 

Alaska 

375.00 

2.16 

3.26 

Based  on  HEW  data:  Table  4,  Aid  to  Families  with  Dependent  Children:  Monthly 

Amount  for  basic  needs  under  full  standard  and  payment  standard  and  largest 

amount  paid  for  basic  needs  for  a  family  consisting  of  four  recipients  by 

State,  March  1971  NCSS  May  1971. 

Hourly  earnings  levels  required  to  remove  persons  from  welfare  with  considerate 

of  WIN  program  incentives  and  $30  and  l/3  earnings  disregard. 

Applies  for  female  heads  of  household  only.   If  male  works  more  than  35  hourr 

a  week  at  any  wage  his  welfare  services  are  terminated. 


65-745  O  -  71  -  pt.  1  -  42 
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PART  III  -  PROBLEMS  AND  PROGRESS 

Introduction 

As  the  WIN  program  has  moved  from  start-up  operations  to  maintaining 
program  growth  and  improving  program  quality,  some  different  problems  have 
been  encountered.   In  prior  years,  perhaps  the  most  important  problem  was 
getting  an  adequate  number  of  referrals  from  welfare  agencies „  A  second 
major  problem  was  that  of  moving  the  new  enrollees  directly  into  training 
or  employment. 

While  the  above  problems  still  exist,  they  are  limited  to  certain 
localities.  Major  issues  now  include  the  requirement  that  State  welfare 
agencies  provide  matching  funds  for  WIN  manpower  activities,  child -care,  and 
the  other  welfare  supportive  services  required  to  maintain  WIN  enrollees. 
States  generally  are  experiencing  fiscal  difficulties,  particularly  with 
regard  to  support  for  the  welfare  system,,  States  are  also  tempted  perhaps 
to  look  past  present  WIN  needs  to  the  proposed  welfare  reform  program  which 
will  be  less  costly  to  them. 

Holding,  while  not  the  critical  national  problem  it  was  last  year,  con- 
tinues to  be  a  serious  problem  in  some  States.   Nationally,  only  one  aspect 
of  holding  increased  significantly  during  fiscal  year  1971,  that  is  holding 
for  job  entry.  No  real  improvement  is  expected  in  this  area  until  there  is 
a  substantial'  improvement  in  the  labor  market. 

The  difficulties  reported  last  year  with  regard  to  the  establishment  of 
Special  Work  Projects  continued.  No  significant  progress  was  made  in  getting 
States  to  establish  them. 
State  Matching 

A  major  problem  in  the  WIN  program  has  been  the  legal  requirements  that 
States  provide  matching  funds.  For  the  WIN  manpower  activities,  States  must  pay 
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20  percent  of  total  program  costs.  For  welfare  supportive  services  and 
child  care  costs  25  percent  State  matching  is  required;  and  for  welfare 
administrative  expenses,  the  State  must  provide  $0  percent  of  the  funds. 

In  fiscal  year  1971  twenty-two  States  were  forced  to  either  cut  back 
their  WIN  programs  or  were  unable  to  expand  their  programs  as  desired  due 
to  the  lack  of  State  matching  funds  for  manpower  or  social  supportive  services. 
To  offset  the  lack  of  cash  matching,  the  Departments  of  Labor  and  Health, 
Education,  and  Welfare  are  now  preparing  a  joint  issuance  on  WIN  in-kind 
matching  contributions.  This  issuance  should  speed  the  development  of 
in-kind  matching  and  provide  for  limited  program  expansion  in  those  States 
that  are  short  of  funds.  Regional  offices  in  their  monitoring  activities 
will  assist  by  helping  to  identify  possible  sources  of  in-kind  contributions. 

In  those  States  without  sufficient  matching  funds  for  welfare  activities, 
WIN  enrollee  participation  in  training  and  employment  has  also  been  affected 
to  the  extent  that  there  are  insufficient  funds  to  pay  for  child-care,  trans- 
portation and  other  supportive  services.  Staff  shortages  in  welfare  agencies 
due  to  lack  of  matching  funds  for  administrative  salaries  has  affected  the 
ability  of  welfare  agencies  to  screen  referrals  to  WIN  and  to  provide  com- 
prehensive supportive  services  to  WIN  enrollees . 
Under-Utilization  of  0n--The-Job  Training  (OJT) 

WIN-OJT  continues  to  be  underutilized  although  enrollment  has  increased 
from  661  on  April  30,  1970,  to  l,Ul6  on  April  30,  1971.  WIN  enrollees  now 
receive  a  U8  hour  referral  priority  for  all  National  Alliance  of  Businessmen- - 
Job  Opportunities  in  the  Business  Sector  (NAB- JOBS)  OJT  openings. 
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There  were  722  WIN  enrollees  suspended  to  NAB-JOBS  OJT  openings  on 
April  30,  1971. 

WIN-OJT  expansion  has  been  limited  for  the  following  reasons: 

(1)  procedural  difficulties  within  the  States  which  require  a  time  consuming 
State  approval  process  for  local  OJT  contracts 

(2)  the  failure  of  States  to  provide  adequate  training  to  WIN  teams  in  OJT 
procedures 

(3)  State  organizational  structures  which  separate  OJT  and  WIN  functions, 
thereby  negating  the  WIN  concept  of  job  development  tailored  to  meet  the 
individual's  needs 

(L)  reluctance  of  States  to  develop  WIN-OJT  when  it  is  easier  to  use  other 
types  of  training,, 

A  simplified  OJT  system  has  been  devised  for  WIN  and  will  be  available 
shortly  to  the  States.  Comments  received  from  job  development  staff  in  two 
States  who  have  been  trained  in  the  use  of  the  new  WIN-OJT  system  indicate 
that  the  new  procedures  greatly  improve  staff  capability  to  interest 
employers  in  OJT  contracts. 
Reporting  Activities 

Certain  program  problems  were  not  readily  identifiable  under  the  original 
program  reporting  system.  A  more  comprehensive  information  system  tailored 
to  current  program  components,  and  showing  a  breakdown  of  "holding"  into 
initial  component,  program  related,  non-program  related  and  job  entry 
holding,  was  installed  in  May  1970 <     The  new  system  permits  more  detailed 
analysis  of  enrollee  trends  and  permits  regional  and  national  office  staff 
to  discover  or  anticipate  problem  areas.  Training  of  State  and  regional 
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WIN  staff  in  the  new  reporting  system  has  led  to  more  uniform  reporting 
procedures.  Decentralization  of  data  collection  to  the  regional  offices 
with  data  verification  by  the  regions,  is  underway  and  should  facilitate 
problem  identification  and  the  initiation  of  corrective  action. 

A  regional  management  control  system  was  established  in  fiscal  1971  and 
will  be  expanded  in  fiscal  1972,  This  new  system  will  enable  regional 
managers  to  more  realistically  plan  and  manage  programs  under  their  juris- 
diction. Deviation  from  established  goals  and  plans  can  be  noted  and 
immediate  corrective  action  initiated. 
Monitoring 

The  limited  amount  of  Federal  monitoring  has  contributed  to  the  under- 
development of  the  WIN  program  in  many  States  and  has  denied  the  regional 
administrators  the  information  necessary  to  carry  out  their  responsibilities 
for  program  administration. 

The  individual  nature  of  WIN  projects  in  adapting  to  local  conditions 
requires  that  each  project  be  monitored  regularly.  Reorganization  of  the  regional 
offices  has  been  completed  which  makes  more  staff  available  for  monitoring 
and  providing  technical  assistance  to  all  manpower  programs.  This  permits 
regional  office  staff  to  deal  more  effectively  with  the  heavy  workload  that 
individual  project  monitoring  demands. 

In  addition,  a  Regional  Monitoring  Handbook  in  developed  and  will  be 
distributed  to  the  regional  offices  during  August  1971.  This  handbook  will 
provide  a  uniform  system  and  method  for  monitoring  and  will  improve  the 
gathering  of  useful  information  with  which  to  evaluate  WIN  program  performance. 
As  monitoring  coverage  expands,  program  problems  at  the  project  level  should 
be  more  quickly  identified  and  solved. 
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Early  Terminations 

The  relatively  high  number  of  early  terminations  have  offset  gaines 
toward  the  WIN  goal  of  removing  families  from  the  AFDC  rolls.  As  of  April 
30,  1971,  123,073  WIN  enrollees,  nearly  80%   of  all  terminations  had  left 
prior  to  completion  of  their  employability  plans.  The  AFDC  population 
has  many  problems  which  may  affect  adversely  their  participation  in  WIN. 
The  factors  contributing  to  welfare  eligibility- -unemployment,  incapacity, 
absence  or  death  of  the  breadwinner-suggest  that  most  AFDC  recipients  have 
many  difficult  problems.  The  personal  problems  of  recipients  are  often  so 
pressing,  necessitating  immediate  attention,  that  engergies  normally  directed 
toward  training  and  employment  must  be  temporarily  suspensed.   It  may  happen 
that  the  assistance  check  is  stolen  from  the  mailbox;  injury  or  illness  may 
strike  a  family  member;  or  the  building  in  which  the  family  is  living  may  be 
scheduled  for  demolition  and  new  housing  seems  unavailable.  A  recent  HEW 
nutritional  survey  revealed  that  one-fourth  of  the  people  with  incomes  below 
the  poverty  level  were  anemic  to  a  degree  requiring  medical  attention. 
Poor  health  is  a  major  cause  of  irregular  attendance  during  training  and 
employment . 

Another  consideration  in  the  problem  of  early  terminations  is  the  fact 
that  a  majority  of  the  female  WIN  enrollees  have  volunteered  to  participate 
in  the  program.  As  volunteers  they  have  the  right  to  withdraw  from  the 
program  without  the  application  of  sanctions.  Quite  often,  a  mother  will 
leave  the  program  because  of  a  temporary  crisis  in  the  home  and  may  or  may 
not  return  later  when  the  problem  has  be  solved.  Welfare  a gen cies  follow- 
up  those  recipients  who  are  terminated  and  many  have  returned  to  the  program 
after  additional  supportive  services  have  been  provided. 

Regional  office  staffs  have  been  asked  to  intensify  their  efforts  to 
determine  causes  of  early  terminations.   Increased  monitoring  of  WIN  projects 
by  regional  office  staff  is  expected  to  modify  the  early  termination  rate. 
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PART  IV  -  MANPOWER  SERVICES  UNDER  WELFARE  REFORM  LEGISLATION 

Serious  problems  in  the  nation's  welfare  program  led  to  recommendations 
by  the  President  in  1969  for  a  major  overhaul  of  the  entire  system.  The 
Administration's  welfare  reform  proposal  was  designed  to  furnish  income  to 
all  needy  families  with  children,  and  to  provide  training  and  employment 
opportunities  for  those  individuals  able  to  work.  The  essential  concepts 
of  the  Administration's  proposal  are  contained  in  H.R.I,  the  bill  approved 
by  the  House  of  Representatives  on  June  22,  1971.  Many  of  the  problems 
encountered  in  the  WIN  program  will  be  corrected  by  this  new  legislation. 

The  bill  estab?.ishes  a  new  Opportunities  for  Families  Program  (OFP)  in 
the  Department  of  Labor.   Under  OFP  the  Labor  Department  will  have  entire 
responsibility  for  those  families'  in  which  at  least  one  person  is  required 
or  volunteers  to  be  available  for  employment.  Other  families  will  be 
enrolled  in  the  Family  Assistance  Plan  administered  by  the  Department  of 
Health,  Education,  and  WeLfare.  No  longer  will  recipients  be  lumped  toget- 
her without  any  regard  for  their  ability  to  enter  the  labor  force.  In 
addition,  the  divided  administrative  responsibility  in  the  WIN  program  will 

be  ended. 

H.R.I  gives  the  Secretary  of  Labor  flexible  authority  to  administer  the 
program  in  a  manner  that  will  achieve  the  greatest  results  in  reducing 
dependency.  State  or  local  agencies— such  as  the  State  Employment  Service- 
can  be  used  whenever  the  Secretary  believes  them  to  be  the  most  effective 
agency. 
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A  strengthened  work  requirement  is  contained  in  the  welfare  reform  bill. 

All  individuals,  except  those  specifically  exempted  by  law,  will  be  required 

1/ 
to  register  for  employment  or  training.    Under  WIN,  the  difficult  task  of 

deciding  who  whould  be  required  to  take  training  or  enter  employment  was 
left  to  State  welfare  agencies  who  were  not  always  in  sympathy  with  the 
program's  work  objective.  Uniform  national  standards  for  mandatory  regis- 
tration for  manpower  services  should  greatly  increase  the  number  of  persons 
who  are  available  for  employment.  Refusal  to  accept  work  or  training  without 
"good  cause"  will  result  in  a  substantial  loss  of  benefits. 

H.R.I  also  offers  several  stronger  work  incentives  than  those  in  WIN. 
For  those  enrollees  in  MDTA-like  training  the  monthly  $30  OFP  training  allow- 
ance will  be  supplemented  by  an  amount  equal  to  the  difference  between  the 
allowance  payable  under  the  Manpower  Development  and  Training  Act  and  the 
Family  Assistance  benefit.  When  the  trainee  is  placed  in  permanent  employment, 
the  first  $60— instead  of  the  present  $30- -plus  one-third  of  the  remainder  of 
his  earnings  will  be  "disregarded"  in  calculating  the  family's  welfare  benefit. 
The  "income  disregard"  provision  insures  that  the  recipient  will  always  be 
better  off  by  going  to  work.  Under  the  AFDC  program,  this  work  incentive 
was  not  available  to  two  parent  families;  H.R.I  corrects  this  defeat. 

For  the  firsb  time,  the  "working  poor "--poverty  level  families  in  which 
the  head  of  household  is  working — will  be  covered  by  the  new  program.  The 
inequity  of  the  present  system,  where  some  working  families  have  less  income 


T7    Exempt  from  mandatory  registration  are  (l)  anyone  ill,  incapacitated  or  of 
advanced  age;  (2)  a  mother  or  relative  of  a  child  under  age  three  (age  six 
until  197k)  who  is  caring  for  the  child;  (3)  a  mother  of  a  child  if  the  father 
or  other  adult  male  is  registered;  (h)   a  child  under  16,  or  a  person  under  22 
and  a  student  regularly  attending  school  or  vocational  training;  (f>)  one  caring 
for  an.  ill  or  incapacitated  family  member.  Those  exempt  under  (2),  (3),  (U) 
or  (5)  may  volunteer  for  manpower  services  and  employment. 
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than  those  who  receive  welfare  payments,  will  be  eliminated.  Thus,  the 
incentive  to  drop  out  of  the  work  force  to  go  on  welfare  will  be  removed. 

Greatly  increased  training  opportunities  will  make  it  possible  to  move 
more  recipients  toward  a  self-support  status.  In  addition  to  WIN,  225,000 
OFP  training  opportunities  will  be  provided  in  the  first  full  year  of  the 
program.  Federal  funds  will  pay  for  the  entire  training  program,  ending  the 
20  percent  State  matching  requirement  that  has  handicapped  the  WIN  program. 
The  Secretary  of  Labor  will  also  be  authorized  to  utilize  other  manpower 
programs  in  order  to  fulfill  the  purposes  of  the  Act. 

The  proMems  experienced  in  implementing  the  WIN  Special  Work  Projects 
component  arose  largely  from  the  complex  financial  arrangements  of  the 
program  and  the  necessity  for  the  State  to  contribute  a  large  share  of  the 
participants'  wages.  Under  the  welfare  reform  bill,  200,000  public  service 
jobs  will  be  provided  in  the  first  full  year.  Through  grants  or  contracts 
with  public  or  private  nonprofit  agencies,  employment  will  be  provided  in  a 
wide  variety  of  fields  such  as  health,  education,  recreation,  and  environ- 
mental improvement. 

To  encourage  movement  of  recipients  into  unsubsidized  jobs,  Federal 
funds  will  pay  100  percent  of  the  cost  of  employing  a  recipient  for  one  year, 
75?  percent  during  the  second  year  of  employment,  and  $0  percent  during  the  third 
year.  Training  components  and  semi-annual  review  of  the  possibilities  of 
moving  individual  recipients  into  unsubsidized  employment  will  be  utilized  to 
insure  that  these  jobs  are  transitional  in  nature. 
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The  national  shortage  of  child-care  services  has  been  a  major  impediment 
to  the  WIN  program.  Under  H.R.I,  child- care  costs  will  be  wholly  financed 
with  Federal  funds,  and  States  will  be  relieved  of  the  2<?%   State  matching 
requirement.  The  Department  of  Health,  Education,  and  Welfare  will  be 
authorized  to  develop  new  child -care  resources,  including  the  construction 
or  renovation  of  facilities,  which  has  not  been  possible  under  WIN.  The 
Secretary  of  Labor — under  the  Opportunities  for  Families  Program — will  be 
charged  with  the  responsibility  for  locating  and  pur chasing  child- care  and 
social  supportive  services  for  individuals  registered  for  training  and  employ- 
ment. 

Under  WIN,  public  subsidy  of  child- care  is  reduced  according  to  the  amount 
of  earned  income  and  may  terminate  shortly  after  employment  commences.  Under 
the  welfare  reform  measure,  child- care  assistance  could  be  continued  to  avoid 
the  possibility  that  the  training  investment  would  be  lost  due  to  lack  of 
adequate  child -care  arrangements. 

Much  has  been  learned  from  the  WIN  experience  over  the  past  two  and  one- 
half  years.  Solutions  to  the  more  significant  program  difficulties  have  been 
included  in  the  welfare  reform  legislation  now  before  the  Congress.  If  this 
proposal  is  enacted  promptly,  the  important  task  of  moving  welfare  recipients 
out  of  dependency  and  into  socially  productive  roles  will  be  greatly  advanced. 
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TABLE  A-l 

Cumulative  Federal  Dollar  Amounts  Obligated 

(For  the  Period  July  1,  1968  through  April  30,  1971) 

and  Authorized  Slot  Levels  by  State  as  of  April  30,  1971 


State  or 
Possession 


Amount 
(In  Dollars) 


Authorized 
Slot  Levels 


TOTAL 

**263,930,704 

Alabama 

2,292,547 

Alaska 

1,017,4-60 

Arizona 

3,772,096 

Arkansas 

1,222,299 

California 

41,756,948 

Colarado 

4,605,880 

Connecticut 

2,663,867 

Delaware 

665,991 

District  of  Columbia 

5,090,736 

Florida 

4,158,580 

Georgia 

1,954,053 

Guam 

176,264 

Hawaii 

644,083 

Idaho 

815,324 

Illinois 

6,258,032 

Indiana 

947,535 

Iowa 

2,219,019 

Kansas 

1,845,037 

Kentucky 

5,261,270 

Louisiana 

2,170,392 

Maine 

910,919 

Maryland 

4,827,372 

Massachusetts 

5,789,567 

Michigan 

9,019,724 

Minnesota 

2,645,831 

Mississippi 

783,531 

Missouri 

4,423,992 

Montana 

1,021,500 

Nebraska 

677,253 

Nevada 

91,000 

127.584 

1,200 
360 

1,680 

950 

16,800 

2,600 
1,600 
350 
1,440 
3,120 

1,500 
120 
360 
480 

5,800 

1,000 
1,260 
1,060 
2,400 
1,500 

675 
3,000 
5,050 
6,500 
2,075 

400 
1,650 
410 
480 
100 
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State  or 
Possession 


Amount 
(In  Dollars) 


Authorized 
Slot  Levels 


New  Hampshire 
New  Jersey 
New  Mexico 
New  York 
North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Puerto  Rico 
Rhode  Island 
South  Carolina 
South  Dakota 
Tennessee 

Texas 

Utah 

Vermont 

Virginia 
Virgin  Islands 

Washington 
West  Virginia 
Wisconsin 
Wyoming 

TOTAL  TO  STATES 

Workmen's  Compensation 

Research 

Evaluation 

Federal  Salaries  and 

Expenses  (for  Manpower 

Activities) 


200,000 
7,178,137 

882,550 

24,981,100 

1,H7,926 

701,591 
6,830,087 

844,237 
3,125,857 
8,302,421 

6,117,255 
1,686,495 
373,949 
1,145,082 
3,631,538 

2,599,786 
4,379,514 

604,318 
2,933,179 

156,692 

6,554,855 

9,922,776 

3,944,241 

273,892 

21B.295 .  580 

2,750,770 
2,955,044 
2,520,193 


8,706,962"- 


200 

3,000 

450 

16,800 

800 

300 
4,600 

450 
1,800 
8,000 

4,300 
750 
250 
650 

2,400 

1,600 

2,050 

630 

1,800 

59 

3,000 

5,000 

2,840 

135 


**  Approximately  35  million  remained  in  the  4th  quarter  which  was  to 
be  obligated  by  June  30,  1971. 


*  Authorized  Federal  positions  as  of  April  30,  1971:   227 
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TABLE  A-2 


Average  Hourly  Wages  and  Average  Hours  Worked  Per  Week  of  WIN 
Ennloyed  Graduates  by  Major  Occupational  Category, 
July  1,  1970  -  March  31,  1971  1/ 


Service  .  1aZQ5 

Housework,  domestic  66 

Food  serving  124. 

Cooking,  large  hotels  and  restaurants    35 
Kitchen  work"  61 


. _ — . 2^ 

Major  Occupations!  Category  -> 

Number  of 

Average 

Average 

and  Principal  Occupational 

Empl 

oyed  WIN 

Hourly 
Wage  2/ 

Hours  per 

Groups  within  Categories 

Graduates 

Week 

U.  S.  Total 

6,904 

$   2.28 

38.7 

1.   Professional,  Technical,  Manageria 

1 

824 

2.58 

38.4 

Nursing 

30 

3.65 

38.1 

Medicine  and  health* 

281 

2.55 

39.1 

Primary  school  and  kindergarden 

education 

33 

2.75 

36.1 

Education* 

39 

2.15 

33.8 

Social  and  welfare  work 

236 

2.42 

38.0 

2.   Clerical  and  Sales 

2,043 

2.17 

38.6 

Secretarial  work 

134 

2.31 

38.4 

Stenography 

53 

2.16 

38.5 

Typing 

63 

2.37 

37.3 

Filing 

44 

1.93 

38.9 

Stenography,  typing  and  rela 

ted* 

616 

2.16 

38.9 

Bookkeeping 

52 

2.20 

38.9 

Cashiering 

34 

1.96 

39.5 

Teller  service 

25 

2.12 

38.4 

Automatic  data  processing 

132 

2.17 

39.3 

Computing  and  account  recording  * 

297 

2.11 

38.5 

Stock  checking  and  related 

53 

2.15 

38.7 

Mail  sorting,  stamping,  reco 

rding 

and 

related 

29 

2.35 

39.7 

Telephone  work 

67 

2.13 

39.1 

Reception  and  information  di 

spensinp 

46 

2.03 

37.7 

Miscellaneous  clerical  work* 

41 

2.15 

39.4 

Saleswork,  commodities* 

34 

1.90 

36.9 

Sales  clerking 

41 

1.89 

38,1 

Miscellaneous  merchandising 

work* 

49        2.24      36.4 


1.91 

3^0 

1.83 

38.0 

1.48 

36.1 

1.81 

33.8 

1.81 

38.1 

"N.E.C.  -  Nowhere  else  classified 
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Major  Occupational  Category  '4J                      Number  of     Average     Average 
and  Principal  Occupational         Employed  WIN    Hourly     Hours  per 
Groups  within  Categories Graduates Wage  2/ Week 

Maid  and  related  services,  hotels 
Barbering  and  related  services 
Beautician  services 
Masseur  and  related  services 
Attendant  work,  hospitals  &  related 

health  services 
Miscellaneous  personal  services* 
Guard  &  related  services 
Cleaning  &  related  services 
Janitorial  service 

4.  Farming,  fishery,  forestry 
Gardening  &  grouidskeeping 

5.  Processing 
Metal  processing*' 
Ore  refining  &  foundry  work  * 

6.  Machine  trades 
Metal  machining* 
Motorized  vehicle  and  eng. 

equipment  repairing 

7.  Bench  work 
Metal  unit  assembling  and  adjusting 
Assembly  and  repair  of  electronic 

components 
Machine  sewing,  garment 
Machine  sewing,  non- garment 

8.  Structural  work 
Transportation  equipment  assembling 
Combination  arc  and  gas  welding 
Excarint  and  grading 
Carpentry  and  related  work 
Miscellaneous  construction  work* 
Miscellaneous  structural  work* 


65 

37 

185 

33 

1.68 
1.96 
1.72 
2.47 

38.4 

40.9 
36.0 
37.4 

547 
91 
23 

144 

67 

1.88 
2.09 
2.18 
2.25 
2.20 

3°. 3 
35.6 
39.9 
37.9 
39.9 

106 
48 

2.38 
2.63 

40.2 

40.0 

217 
35 
25  • 

2.48 
2.68 
2.83 

39.4 
40.0 
40.3 

30 

2.55 

2.53 

40.0 

40.0 

97 


2.62 


40.1 


364 

2.11 

39.7 

43 

2.19 

40.0 

43 

2.13 

40.0 

30 

1.58 

39.5 

50 

1.77 

39.4 

5QA 

2.92 

33.9 

26 

40.0 

30 

3.09 

40.0 

27 

2.67 

41.1 

55 

3.01 

39.8 

52 

3.00 

39.9 

48 

2.52 

40.1 

N.E.C. 


Nowhere  else  classified 
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Major  Occupational  Category  2/      Number  of 
and  Principal  Occupational      Employed  WIN 
Groups  within  Categories Graduates 


Average 
Hourly, 
Wage  if 


Average 

Hours  per 

Week 


Miscellaneous 
Heavy  truck  driving 
Light  truck  driving 
Passenger  transportation* 
Parking  lot  and  related  service  work 
Packaging 

Materials  moving  and  storings- 
Packaging  and  materials  handling, 

n.e. c. 
Extraction  of  minerals* 
Occupations  not  reported 


632 

2.56 

39.7 

61 

2.89 

39.5 

46 

2.50 

4.0.2 

32 

2.42 

36.7 

59 

2.11 

41.3 

98 

2.09 

29.7 

78 

2.50 

39.4 

106 

2.51 

39.7 

28 

3.73 

4-0.3 

198 

2.30 

39.3 

-J Based  on  termination  reports  received  July  1,  1970  through  March  31,  1971. 
2/Listed  occupational  groups  are  confined  to  occupations  with  25  or  more 

employed  terminees  and  do  not  add  to  summary  totals  for  major  occupational 

categories. 
*  N.E.C.  -  Nowhere  else  classified 
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Question  5:  Based  on  your  knowledge  of  the  labor  market,  and  of 
those  eligible  for  OFF,  please  provide  the  Committee  with  a  phased 
schedule  suggesting  how  we  might  break  down  into  priority  of  service 
categories  the  millions  of  people  required  to  participate  in  the  pro- 
granu.Show  why  (if  at  all)  proposed  categories  differ  from  those 
under  WIN. 

Response : 

Deciding  what  kinds  of  people  to  serve  and  what  kinds  of  services 
those  people  should  receive  in  order  to  best  realize  the  program's  ob- 
jectives is  a  complex  process.  In  broad  terms  the  objective  of  OFP  is 
to  move  families  off  of  welfare  and  where  this  is  not  possible  in  the 
short  run  reduce  their  benefit  dependency  by  placing  individuals  in 
employment  where  only  reduced  benefits  are  required.  Based  on  initial 
overall  priority  guidance  from  Washington,  OFP  field  managers  will 
have  to  identify  the  individuals  needing  services  under  H.R.  1,  and  de- 
termine just  what  kind  of  services  they  need.  At  the  same  time,  they 
will  assess  the  demand  side  of  the  local  labor  market  to  see  what  job 
opportunities  or  job  development  possibilities  there  are.  Then  they  will 
go  through  the  process  of  matching  up  the  supply  and  demand  sides 
of  the  equation.  The  outcome  of  this  process,  together  with  factors  bear- 
ing on  the  amount  of  training  and  supportive  service  funds  necessary 
to  affect  the  job  match,  and  the  amount  of  benefit  payments  that  could 
be  saved  by  moving  the  family  out  of  dependence,  will  provide  the  pri- 
ority of  service  schedules  for  the  local  area.  Clearly,  precise  deter- 
minations of  this  nature  can  not  be  made  from  Washington,  but  rather 
must  be  made  locally  in  light  of  the  situation  facing  the  responsible 
OFP  official,  and  in  the  context  of  overall  national  guidance.  The  pri- 
ority selections  made  by  field  officers  will,  of  course,  be  carefully  mon- 
itored and  evaluated  to  insure  that  the  national  goals  and  objectives 
are  adhered  to. 

Question  6 :  Provide  the  Committee  with  a  chart  indicating  by  state 
the  salary  levels  required  to  get  an  individual  off  welfare;  also  indi- 
cate the  minimum  wage  level  in  each  state.  Compare  the  former  with 
the  data  provided  in  (If.)  shoiving  the  kinds  of  jobs  noio  available  for 
OFF  participants. 

Response.-  The  information  requested  is  provided  in  the  attached 
chart.  Wage  rates  of  WIN"  graduates  are  used  as  an  indicator  of  what 
OFP  participants  might  receive.  Also,  a  column  is  shown  on  what 
wage  rate  would  be  necessary  to  get  a  family  of  four  half  off  welfare, 
since  the  savings  in  government  expenditures  occurs  before  wages 
reach  the  "breakdown  point"  for  benefits. 
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State 


Hourly  earnings  required  to  reduce 
or  eliminate  welfare  payments 
(family  of  4) 


Eliminate 

welfare 

payments 


Reduce  welfare 

payments  by 

half 


Average  hourly 

earnings  of 

employed  WIN 

terminees  (1st 

3  quarters  of 

fiscal  year  1971) 


State  hourly  minimum  wage  rates  ' 
Federal  minimum  wage  $1.60- 
agriculture  $1.30 


Alabama $2.43 

Alaska 3.96 

Arizona 2.66 

Arkansas 2.07 

California 3.31 

Colorado 2.48 

Connecticut 3.33 

Delaware 2.48 

District  of  Columbia 2.50 

Florida 2.37 

Georgia 2.23 

Hawaii. 2.73 

Idaho 2.54 

Illinois... 2.90 

Indiana 3.26 

Iowa 2.55 

Kansas 2.55 

Kentucky 2.31 

Louisiana.. 2.28 

Maine 3.50 

Maryland 2.13 

Massachusetts 3.19 

Michigan 2.73 

Minnesota 3.05 

Mississippi 2.45 

Missouri 3.29 

Montana 2.41 

Nebraska 3.33 

Nevada 3.21 

New  Hampshire 3.01 

NewJersey 3.48 

New  Mexico.. 2.19 

New  York 3.38 

North  Carolina 2.07 

North  Dakota 2.71 

Ohio 2.17 

Oklahoma 2.07 

Oregon 2.38 

Pennsylvania 3.18 

Rhode  Island 2.73 

South  Carolina 2.14 

South  Dakota 3.06 

Tennessee 2.31 

Texas 2.07 

Utah 2.26 

Vermont 3.10 

Virginia 2.72 

Washington 3.09 

West  Virginia 2.07 

Wisconsin 2.31 

Wyoming 2.75 


$1.22 
2.61 
1.38 

2.20 
2.32 
1.42 

1.87 


2.27 
2.19 
1.18 
1.63 
1.52 
1.72 
1.64 
2.84 
1.97 
1.77 
1.37 
1.10 
2.74 
2.20 
1.64 
1.68 
1.75 
1.22 
2.91 
1.46 

2.46 
2.57 
1.77 
1.92 
1.09 
1.98 
1.08 
1.63 
1.78 

1.49 
1.87 
1.71 
1.51 
1.07 
1.71 
1.73 
1.47 
1.93 

1.75 
1.69 
1.68 
1.22 

1.67 
1.88 


$1.62 


1.97 
2.18 


2.14 
2.35 

(4  5) 

1.64 

(4  5) 

1.88 
2.60 

(4  5) 

2.14 
2.03 
1.87 
1.74 
1.92 
2.14 
2.42 
2.41 
2.31 
1.59 
2.12 
2.04 

(4  5) 
(4  5) 

o(8> 

2.29 
1.75 
2.44 
1.75 
1.92 
2.16 

(4  5) 

2.50 
2.31 
2.24 

(4  5) 

1.71 
1.72 
2.07 
2.18 

2.02 
1.74 
2.34 
2.30 

2.07 
1.78 


None. 

$2.10.2 

$0.52  to  0.60  (women  and  minors 

only). 
$1.20. 

$1.65  (women  and  minors  only). 
$1.00  to  $1.25  (women  and  minors 

only). 
$1.61  (Oct.  1,1971,  at  least  $1.85, 

agriculture  $1.70  until  Oct.  1, 

1973.3 
$1.60. 

$1.60  to  $2.25. 
None. 
$1.25. 
$1.60. 

$1.40  ($1.60  on  July  1, 1972). 
None.8 
$1.25. 
None. 

Do. 
$0.65  to  $0.75. 
None. 

$1.60  ($1.80  on  Sept.  23,  1971).? 
$1.60. 
Do. 
Do. 
$0.75  to  $1.60. 
None. 
None. 
$1.60  (agriculture  now  $1.20,  $1.40 

on  July  1,1972,  $1.60  July  1,  1973) 
$1.00. 
$1.60. 
$1.60. 
$1.50. 

$1.60  ($1.30  agriculture). 
$1.85.' 

$1.45  ($1.60  on  July  1,1972). 
$1.00  to  $1.45. 
$0.75  to  $1.25  (women  and  minors 

only). 
$1.40. 
$1.25. 
$1.60. 
$1.60. 
None. 
$1.00. 
None. 

$1.40  ($1.10  agriculture). 
$1.20  to  $1.35  (women  and  minors 

only). 
$1.60. 
None. 
$1.60. 
$1.20  ($1.40  on  July  1,1972, 

$1.60  on  July  1,  1973). 
$1.45  (women  and  minors  only). 
$1.40  ($1.50  on  Jan.  1,1972; 

$1.60  on  Jan.  1,  1973). 


i  Not  shown  on  the  table  are  a  variety  of  exclusions,  variations,  and  tolerances  under  applicable  minimum  wage  laws  and 
orders.  For  example,  most  states  do  not  cover  agricultural  and  domestic  workers.  Generally,  however,  most  states  do 
provide  some  coverage  not  subject  to  the  minimum  wage  requirements  of  the  FLSA. 

2  Alaska's  rate  50  cents  more  than  FLSA  minimum. 

3  On  Oct.  1, 1971  Connecticut's  minimum  wage  will  be  $1.85  or  1  cent  more  than  FLSA  minimum,  whichever  is  higher. 
MNA. 

5  Too  few  reports  for  average  wage  data  to  be  considered  reliable. 

8  Aug.  6, 1971  Illinois  minimum  wage  bill  awaiting  Governor's  signature. 

'The  projected  $1.80  rate  in  Maine  will  increase  automatically  to  the  highest  Federal  minimum  wage,  not  to  exceed 
$2  an  hour. 

8  No  WIN  program. 

« New  York's  minimum  wage  shall  be  increased  to  $1.90,  $1.95,  and  $2  an  hour  if  the  Federal  minimum  wage  increases 
to  that  amount. 
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Question  7a.  Public  Sector  Jobs — What  is  your  position  on  the  pub- 
lice  service  employment  program,  proposed  as  part  of  OFF?  How  do 
you  plan  to  relate  it  to  the  recently  passed  PSE  bill?  Do  you  agree 
toith  the  bill  as  written,  i.e.  that  it  should  provide  low  level  jobs  for  the 
hardest  to  place.  What  are  the  greatest  areas  of  growth  in  the  public 
sector  (leading  to  permanent  jobs)  f  How  many  of  these  jobs  require 
training  (in  regard  to  the  individuals  represented  in  the  loelfare  pop- 
ulation) ;  detail. 

Response : 

The  Department  endorses  the  provisions  for  a  public  service  employ- 
ment (PSE)  program  included  in  H.R.  1.  We  will  coordinate  the 
administration  of  the  public  service  employment  program  established 
under  the  recently  passed  Emergency  Employment  Act  (EEA)  with 
any  public  service  employment  program  enacted  as  part  of  welfare 
reform. 

The  Department  of  Labor  will  administer  EEA  funds  through 
the  State  governments  and  the  governments  of  cities  and  counties  with 
75,000  or  more  population.  The  Department  is  presently  planning  a 
coordinated  OFP  manpower  delivery  system,  including  PSE  as  one 
of  the  major  components.  PSE  is  viewed  as  one  part  of  several  man- 
power and  other  services  which  will  be  available  to  assist  individuals 
and  families  to  become  self-supporting. 

While  the  two  programs  should  be  coordinated  to  the  maximum 
extent  possible,  it  should  be  recognized  that  there  are  differences  in 
their  Objectives,  duration,  target  populations  and  other  major  provi- 
sions. EEA  is  a  two-year  authorization  intended  only  to  provide  tempo- 
rary assistance  during  a  period  of  economic  downturn.  OFP/PSE, 
on  the  other  hand,  is  intended  as  a  permanent  program.  Although  the 
target  populations  of  the  two  programs  overlap  in  part,  they  are 
largely  different.  H.R.  1  is  limited  to  welfare  recipients  and,  within 
this  group,  to  persons  who  "are  not  otherwise  able  to  obtain  employ- 
ment or  to  be  effectively  placed  in  training  programs."  It,  thus,  focuses 
on  a  population  with  only  limited  educational  and  work  experience 
backgrounds,  who  either  cannot  be  immediately  placed  in  employ- 
ment or  in  training.  Some  PSE  jobs  are  likely  to  be  clustered  at  the 
lower  skill  levels."  Others  will  be  at  higher  skill  levels  and  may  require 
some  training  and  supportive  services.  It  is  our  intent  under  PSE 
to  provide  the  most  meaningful  job  possible. 

EEA,  on  the  other  hand,  is  specifically  geared  to  the  state  of  the 
economy  and,  when  "triggered"  on  by  three  consecutive  months  of  a 
nationwide  jobless  rate  of  4.5  percent  (and  in  the  case  of  the  Act's 
Special  Employment  Assistance  Program,  6.0  percent  locally),  unem- 
ployed and  underemployed  persons  become  eligible  for  the  public  serv- 
ice employment  program.  While  these  eligible  persons  include  welfare 
recipients,  the  Act's  benefits  are  by  no  means  limited  to  this  popula- 
tion. Indeed,  the  Act  provides  that  special  consideration  shall  be  given 
to  Viet  Nam  and  Korea  veterans  and  up  to  one-third  of  the  enrollees 
may  be  employed  in  professional  occupations. 

H.R.  1  recognizes  the  need  for  employability  development  on  the 
part  of  welfare  recipients  in  not  limiting  the  extent  to  which  training 
and  allied  services  may  be  incorporated  into  the  PSE  program.  EEA, 
however,  anticipating  a  generally  more  job-ready  clientele  during 
periods  of  high  unemployment,  limits  to  15  percent  of  appropriations 
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the  amount  that  may  be  spent  for  training  and  manpower  services  for 
persons  employed  in  PSE  under  the  program. 

In  our  view,  the  role  assigned  to  the  public  service  employment  pro- 
gram in  H.R.  1  is  an  appropriate  one.  It  is  designed  to  serve  as  an 
approach  to  work  preparation  for  welfare  recipients  for  whom  regular 
employment  is  not  immediately  available  and  for  whom  skills  train- 
ing, by  itself,  is  not  available  or  appropriate.  In  providing  for  periodic 
review  by  the  Secretary  of  the  individuals  enrolled  in  PSE  programs, 
enrollees  may  be  assured  of  maximum  opportunities  for  eventual 
placement  in  regular  public  or  private  jobs.  PSE  unlike  EEA  author- 
izes public  service  jobs  in  the  private  nonprofit  sector  which  should 
open  up  a  substantial  number  of  job  opportunities  and  new  career 
fields.  While  some  of  the  initial  PSE  placements  under  H.R.  1  may  be 
in  the  lower-level  occupations,  imaginative  accompanying  job  develop- 
ment and  supportive  service  programs  can  make  these  jobs  the  first 
rung  on  career  ladders  of  steadily  improving  and  stable  employment. 

Question  7b:  How  many  non-skilled  {no  training  required)  jobs 
exist  in  the  public  sector?  Break  down  both  skilled  and  non-skilled 
jobs  into  temporary  and  permanent  categories.  Which  (break  down 
by  training  required,  no  training,  temporary,  long-term)  of  the  jobs 
can  lead  directly  to  private  employment?  Which  are  appropriate  for 
welfare  recipients? 

Response : 

In  1970,  approximately  12.6  million  persons  were  employed  in  Fed- 
eral, State,  and  local  governments.  Of  this  total,  roughly  2.7  million 
were  employed  by  the  Federal  Government  and  9.9  million  by  State 
and  local  government. 

Although  public  employment  is  not  expected  to  grow  at  the  same 
rapid  rate  it  did  during  the  1960's,  manpower  needs  in  the  public  sec- 
tor will  greatly  exceed  the  number  of  anticipated  openings  in  any 
major  branch  of  private  industry.  Projections  by  the  Bureau  of  Labor 
Statistics  indicate  that  total  government  employment  in  1980  will  be 
16.8  million,  of  which  10.3  million  will  be  employed  in  local  govern- 
ment, 3.5  million  in  State  government  and  3  million  in  the  Federal 
Government.1  Thus,  for  the  1970's,  an  annual  increase  of  some  400,000 
public  sector  jobs  is  anticipated — with  the  large  majority  of  job  in- 
creases located  in  State  and  local  governments. 

In  addition  to  jobs  created  by  employment  growth,  additional  open- 
ings will  also  result  from  replacement  needs  arising  from  turnover, 
retirement  and  death.  While  precise  information  is  not  available,  it  is 
estimated  that  an  additional  400,000  openings  will  occur  annually  to 
meet  replacement  needs,  distributed  among  Federal.  State  and  local 
jurisdictions  roughly  the  same  as  openings  due  to  growth.  Thus,  in  the 
aggregate,  a  total  of  800,000  annual  openings  are  projected  for  the 
public  sector. 

Unfortunately,  serious  gaps  exist  in  data  on  the  occupational  com- 
position of  projected  government  employment.  Labor  force  data  col- 
lected by  the  Census  Bureau  for  State  and  local  government  are  avail- 
able only  by  function,  such  as  education,  hospitals,  and  highways — 
each  of  which  includes  the  entire  vertical  structure  of  skills  support- 


1  It  should  be  noted  that  these  projections  are  based  on  assumptions  of  a  rapidly  growinp 
economy  aimed  at  full  employment  of  the  Nation's  manpower  and  productive  resources 
with  a  consequent  fiscal  capacity  on  the  part  of  government  to  finance  needed  employment 
growth. 
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ing  the  activity.  Detailed  occupational  data  for  government  are  not 
tabulated.  This  gap  will  be  remedied,  in  part,  by  a  research  survey  cur- 
rently being  conducted  by  the  Census  Bureau  for  the  Manpower  Ad- 
ministration in  which  ten  states  will  be  surveyed  for  detailed  charac- 
teristics of  their  public  sector  employment :  occupations ;  demographic 
characteristics  of  employees ;  educational  attainment ;  as  well  as  other 
related  information. 

For  the  present,  only  scanty  information  on  the  occupational  dis- 
tribution of  government  employment  is  available.  For  example,  in 
1968,  the  National  Urban  Coalition  asked  the  Mayors  of  50  large  cities 
to  estimate  the  number  of  additional  personnel  that  would  be  needed 
to  assure  the  adequate  delivery  of  needed  additional  services  in  their 
cities  and  what  proportion  of  these  jobs  could  be  filled  by  persons 
without  prior  technical  or  professional  training.  An  analysis  of  the 
results  of  this  survey  concluded  that  at  least  one-half  of  these  job 
possibilities  could  be  filled,  according  to  the  Mayors  and  their  agency 
heads  by  persons  without  technical  or  professional  training.2  Under 
the  Department  of  Labor's  Manpower  Absorption  Plan  Project,3  in- 
terviews conducted  by  the  National  Civil  Service  League  in  the  city  of 
Chicago  indicated  that  of  Chicago's  required  net  increase  in  new  public 
jobs  during  the  three  years  ending  in  1973,  some  53  percent  are  for 
aides,  assistants  and  other  paraprofessionals  requiring  limited  skills, 
5  percent  are  for  unskilled  blue  collar  workers  and  11  percent  for 
clerical  staff. 

It  would  appear  that  roughly  50-70  percent  of  the  estimated  800,000 
annual  state  and  local  government  job  openings  would  be  below  the 
professional-technical-managerial  and  skilled  blue  collar  levels  and 
would  generally  require  only  a  limited  amount  of  speciaized  training. 
A  very  large  proportion  of  these  jobs  would  be  appropriate  for  persons 
with  the  limited  educational  and  work  experience  backgrounds  asso- 
ciated with  welfare  status. 

The  initial  training  for  these  occupations  is  generally  brief  with 
proficiency  in  the  skills  required  generally  developed  through  experi- 
ence on  the  job.  For  example,  in  an  experimental  new  careers  training 
program  conducted  by  the  Department  of  Labor,  it  was  determined 
that  only  three  months  of  training  was  required  for  aide  positions  in 
the  human  services.  In  this  program,  disadvantaged  persons  were 
trained  as  aides  in  the  following  fields :  mental  health,  day  care,  geri- 
atrics, education,  welfare,  recreation  and  other  community  services. 
In  the  clerical  field,  initial  skills  training  in  most  occupations,  such  as 
typist,  office  machine  operator  and  telephone  operators,  usually  require 
only  3-5  months.  A  similar  period  of  introductory  training  would  also 
be  needed  in  such  blue  collar  occupations  as  auto  mechanic  and  welder. 

All  but  a  few  of  the  occupations  in  the  public  sector  have  counter- 
parts outside  of  government  and,  thus,  employment  and  related  train- 
ing in  these  fields  may  properly  be  viewed  as  transitional  to  employ- 
ment in  either  the  private  for  profit  or  nonprofit  sectors  as  well  as  to 
employment  in  the  government  itself.  Even  where  an  occupation  has 

2  Harold  L.  Sheppard,  The  Nature  of  the  Job  Problem  and  the  Role  of  New  Public  Service 
Employment    Staff  Paper,  the  W.  E.  Upjohn  Institute  (Washington,  January  1969),  p.  25. 

3  A  joint  DOL/NCSL  effort  based  on  studies  in  the  city  of  Chicago  and  the  State  of 
Connecticut,  the  project  involves  development  of  guidelines  to  assist  local  jurisdictions  in 
data  collection  and  the  formulation  of  manpower  plans  for  public  jobs.  The  MAP  handbook 
will  aid  jurisdictions  in  denning  manpower  targets  and  priorities,  skill  needs,  job  restructur- 
ing, and  support  requirements. 
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only  limited  applicability  to  nongovernment  work,  such  as  teacher  aide 
or  welfare  aide,  the  work  experience  gained  provides  a  good  prepara- 
tion for  stable  employment  generally. 

In  1970,  State  and  local  government  employment  was  distributed, 
functionally,  as  follows : 

Function:  Employees 

(full-time  equivalent) 

Total     -  1000 

Education    49. 9 

Local   schools 39.  3 

Instructional  staff 25.  0 

Non-instructional    staff 14-  3 

Institutions  of  higher  education 9.  9 

Others    °- 8 

Hospitals     9. 7 

Highways    6. 7 

Police     protection 5-  3 

General   control 3.  0 

Public   welfare 2. 9 

Financial    administration 2.  5 

Local  fire  protection 2.2 

Local  utilities  other  than  water  supply *.-  1.  8 

Natural  resources 1.  8 

Corrections 1-  7 

Sanitation  other  than  sewerage 1.  5 

Health    1. 4 

Local  parks  and  recreation 1.  4 

Water  supply 1-  3 

Sewerage   0.  7 

AH  others 6.  2 

It  is  likely,  therefore,  that  a  substantial  proportion  of  the  subpro- 
f essional  openings  in  public  service  employment  for  welfare  recipients 
will  be  in  schools  and  hospitals,  but  the  large  majority  of  jobs  will  be 
distributed  among  a  wide  range  of  functioning  areas.  We  are  not  able 
to  estimate  what  proportion  of  these  jobs  are  temporary  in  nature. 

Question  7c. — Provide  us  with  data  on  the  operation  of  the  Public 
Service  Career  program  to  date — placements,  kinds  of  jobs,  salary 
levels,  kinds  of  private  employment  obtained  after  a  PSC  job  etc. 

Response : 

Cumulative  enrollment  in  the  Public  Service  Careers  programs,  ex- 
cluding the  Supplemental  Training  and  Employment  program 
(STEP),  has  reached  approximately  31.000  1  by  June  30,  1971.  As  in 
the  private  sector  on-the-job  training  programs,  PSC  enrollees  in 
Plans  A,  B  and  D  are  hired  first  and  then  trained.  Job  training  covers 
a  broad  spectrum  such  as  accounting  clerks,  clerk-typists,  counselor 
aides;  auto  mechanics  licensed  practical  nurses,  police  cadets,  truck 
drivers,  water  treatment  plant  operators  and  zoo  keepers. 

Average  hourly  wages  in  entry  level  jobs  through  the  State,  county, 
and  local  government  programs  was  calculated  to  be  $2.24  as  of 
May  31,  1971.  The  upgrading  portion  of  the  program  has  increased 
average  hourly  earnings  to  $2.83.  For  further  details  see  attached  tables 
covering  Plans  A  and  B. 

1  Includes  nearly  16,000  new  participants  In  the  New  Careers  In  Human  Service  program 
since  fiscal  1969. 
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The  objective  of  the  PSC  program  is  to  secure  permanent  employ- 
ment for  the  disadvantaged  in  the  public  sector  within  merit  staffing 
principles.  Private  sector  employment  after  a  PSC  job  is  not  the  prime 
objective  although  many  successful  trainees  may  find  it  personally 
advantageous.  A  recent  assessment  of  New  Careers  in  Human  Services 
(Plan  C)  indicated  that  even  early  terminees  who  left  the  program 
did  find  employment  at  higher  than  pre-enrollment  income.  The  more 
skilled  enrollees  often  terminate  the  program  after  intial  training  to 
accept  better  job  offers.  Terminee  follow-up  data  for  Plans  A,  B,  and 
D  are  being  collected  and  processed  for  release  by  the  end  of  this  calen- 
dar year. 

PUBLIC  SERVICE  CAREERS,  PLAN  A— NATIONAL  SUMMARY  REPORT  AS  OF  MAY  31,  1971 


Entry  level  Upgrade  level 


Total _. 

Professional,  technical  and  managerial. 

Clerical  and  sales 

Service... _ 

Farming,  fishing  and  forestry 

Processing 

Machine  trades ' 

Benchwork 

Structural  work 

M  iscellaneous _  _ _  _ 


Average 

Average 

Authorized 

hourly 

Authorized 

hourly 

positions 

wage 

positions 

wage 

3, 973 

$2.24 

2,350 

$2.83 

698 

2.41 

628 

3.45 

1,279 

2.11 

668 

2.56 

1,274 

2.31 

570 

2.50 

102 

2.18 

68 

2.46 

7 

1.82 

2 

3.16 

96 

2.29 

85 

3.29 

4 

2.35 
2.15 

358 

192 

2.76 

155 

2.25 

137 

2.74 

PUBLIC  SERVICE  CAREERS,  PLAN  B-NATIONAL  SUMMARY  REPORT  AS  OF  MAY  31,  1971 


Entry  level  Upgrade  level 


Average  Average 

Authorized  hourly        Authorized  hourly 

positions  wage  positions  wage 


To*al 2,264  $1.94  1,386  $2.43 

Professional,  technical,  and  managerial. 643  2  06  606  2  63 

Clerical  and  sales 334  2.07  105  2'  55 

Service          666  1.73  172  2.10 

Farming,  fishing,  and  forestry... 47  2  00 

Processing 7  2^65  "  ~~<T  ~3.~75 

Machine  trades 16  2  61  5  2  91 

Benchwork 18  2.48  6  2!  83 

Structural  work 185  2.06  116  2.58 

Miscellaneous 348  1.88  367  2.16 


Question  8a :  The  Home  Ways  and  Means  Committee  report  states 
that  responsibility  for  delivery  of  manpower  services  under  the  OFP 
•program  should  not  be  assigned  to  local  employment  services  ivhere 
they  have  proved  inadequate  in  handling  the  disadvantaged.  What 
kinds  of  changes  do  you  plan  to  make  the  ES  more  responsive? 

Response : 

Use  of  Employment  Service  in  OFP  Program 

The  House  Ways  and  Means  Committee  explicitly  assigns  to  the 
Secretary  of  Labor  complete  responsibility  for  the  successful  deliv- 
ery of  OFP  services;  there  are  no  presumptive  agents  in  this  bill, 
neither  the  Employment  Service  nor  any  other  organization;  the 


669 

choice  of  the  appropriate  delivery  vehicle  in  each  locale  is  the  Secre- 
tary's responsibility 

For  any  given  local  area,  we  will  look  to  the  most  capable  agents 
for  delivery  of  manpower  services.  Therefore,  in  those  places  where 
the  record  has  been  successful  the  Department  may  well  look  to  the 
local  ES  to  perform  manpower  services  for  the  OFP  clientele. 
Clearly  the  ES  with  its  network  of  Job  Banks  and  other  job  market 
information  will  play  a  critical  role  in  identifying  and  making  job 
opportunities  available  to  welfare  reform  recipients. 

Two  further  notes  are  in  order :  the  variety  of  steps  being  taken  to 
improve  the  effectiveness  and  responsiveness  of  the  Employment 
Service  (see  below)  give  promise  that  nationwide,  this  key  man- 
power network  will  be  increasingly  suitable  as  a  vehicle  for  delivery 
of  OFP  services;  secondly,  whatever  delivery  agent  the  Department 
looks  to  locally — the  Employment  Service  or  other — will  be  con- 
trolled by  tight  contractual  arrangements  with  performance  stand- 
ards, and  will  be  monitored  by  Federal  personnel  who  will  be  sta- 
tioned throughout  the  country. 

Improvements  in  ES 

There  have  been  continuous  efforts  in  recent  years  to  expand  Em- 
ployment Service  capability  to  provide  comprehensive  manpower 
services,  especially  to  the  disadvantaged  and  to  Vietnam  era  veterans. 

The  concept  of  Human  Resources  Development  was  initially  ap- 
plied, starting  in  1966,  in  redirecting  the  Federal-State  Employment 
Service  from  concentrating  on  providing  employers  with  applicants 
to  providing  service  to  those  who  need  them  to  extent  staff  resources 
permit.  Services  include  outreach,  assessment,  orientation,  counsel- 
ing, referral  to  supportive  services,  coaching,  work  training,  job 
development,  placement  and  post-placement  support  services. 

ES  staff  connected  with  WIN  and  CEP  programs  utilize  employ- 
ability  development  teams  made  up  of  a  counselor,  a  job  developer,  a 
manpower  development  specialist,  a  coach  and  a  clerk  and  work  with 
limited  caseloads  to  ensure  provisions  of  needed  manpower  services. 
In  10  urban  and  1  rural  areas,  there  are  efforts  to  develop  a  "COMO" 
model  which  is  a  flexible  approach  to  improve  manpower  and  sup- 
portive services  to  assist  individuals  to  become  job  ready.  It  includes 
three  levels  of  applicant  services  to  meet  varying  needs:  (1)  self- 
directed  job  information  services;  (2)  employability  exploration  and 
job  development  services;  and  (3)  intensive  employability  develop- 
ment services.  . 

Services  are  being  provided  where  they  are  accessible  to  the  dis- 
advantaged. Manpower  services  are  provided  by  ES  in  the  majority 
of  CEPS,  all  of  which  are  located  in  targeted  disadvantaged  areas, 
and  this  involves  stationing  ES  manpower  personnel  in  those  locations. 
Other  ES  staff  are  outstationed  in  WIN  program  offices,  in  MDTA 
Skills  Centers,  as  liaison  in  correctional  institutions  pre-release  pro- 
grams, and  in  a  wide  variety  of  community  agencies,  such  as  the  Urban 
League,  settlement  houses  and  housing  projects.  Many  are  permanently 
assigned  in  these  places.  Others  are  there  on  regularly  scheduled  days. 
Between  100  and  150  mobile  units  serve  rural  areas,  semirural 
and  smaller  communities  on  an  itinerant  basis. 
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As  outlined  in  our  response  to  Question  2  (b),  the  Department  is 
energetically  working  to  increase  minority  staff.  A  General  Adminis- 
tration Letter  has  been  issued  stating  that  the  establishment  or  the 
continuance  of  racially  segregated  local  employment  service  offices 
would  not  be  approved.  And  .  .  .  "This  applies  to  any  offices  labeled 
Negro  or  white,  considered  by  the  community  to  be  Negro  or  white, 
or  segregated  de  facto  by  virtue  of  location  in  an  area  where  only 
one  ethnic  or  racial  group  resides  or  frequents." 

State  ES  staff  receive  training  and  indoctrination  in  effective  ways 
of  serving  the  disadvantaged,  and  they  have  become  increasingly  sen- 
sitive and  technically  proficient.  Particular  concentration  has  been 
given  to  recruiting  and  developing  staff  for  outreach,  coaching  and 
job  development.  Personal  qualities  are  sought  of  empathy  and  aware- 
ness of  social  problems. 

Presently,  2,550  interviewers  and  coaches  are  involved  in  a  counselor 
training  program  at  88  institutions.  The  program  calls  for  30  semester 
hours  of  specialized  training  over  a  2i/2~3  year  period.  Ability  to  relate 
to  disadvantaged  poor  was  the  primary  selection  criterion.  A  bachelors 
degree  was  not  required.  The  curriculum  features  counseling  and  inter- 
personal skills  and  exposure  to  life  styles  of  urban  and  rural  dis- 
advantaged populations.  In  addition,  a  large  percentage  of  ES  coun- 
selors are  participating  in  out-service  training,  most  of  whom  are 
financed  by  State  agencies. 

An  interviewing  techniques  program  was  standardized  by  the  MA 
Experimental  and  Demonstration  Division  and  is  now  being  imple- 
mented through  State  agency  training  for  local  office  staff.  It  is  de- 
signed to  sharpen  the  interviewer's  ability  to  listen  to  applicant's 
"feeling  and  attitudes"  as  well  as  reports  on  his  training  and  work 
experience.  Improvements  in  testing  practices  are  discussed  under 
Question  2  (b). 

Experimental  use  of  a  Work  Sample  Technique  is  underway  in 
several  locations  throughout  the  United  States.  Work  samples  are 
standardized  job  performance  tasks  to  assess  capabilities  of  applicants 
for  training  and  job  placement.  Preliminary  results  of  evaluation  will 
be  available  in  the  middle  of  FY  1972. 

Also  being  developed  is  the  USTES  Basic  Occupational  Literacy 
Test  (BOLT)  which  will  be  used  to  assess  literacy  skills  of  persons 
being  considered  for  occupational  training  or  placement  and,  through 
research  on  employed  persons,  to  assess  the  literacy  demands  of  various 
occupations.  The  BOLT  will  be  introduced  into  State  agencies  late 
in  FY  1972. 

The  Department  of  Labor  has  contracted  for  the  development  of 
a  biographical  information  blank  (BIB)  for  use  in  identifying  per- 
sons in  need  of  employ  ability  development  before  they  are  job  ready. 
The  BIB  may  add  some  needed  measures  of  noncognitive  factors  rele- 
vant to  job  performance  such  as  attitudes  and  habits. 

Job  Banks  are  another  valuable  tool.  The  basic  concept  of  a  Job 
Bank  is  to  unify  and  distribute  job  order  information  within  an  identi- 
fiable labor  market  or  commuting  areas,  regardless  of  State  or  regional 
jurisdictions.  All  applicants,  all  agencies  serving  the  disadvantaged 
and  all  employment  service  personnel  have  equal  access  to  all  jobs 
and  training  opportunities  available  to  the  ES  in  a  community  on  any 
given  day. 
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As  of  the  beginning  of  August,  1971,  92  Job  Banks  were  operational 
covering  approximately  53  percent  of  the  work  force  of  the  Nation. 

Our  goal  is  to  have  Job  Banks  statewide  in  each  state  by  the  end  of 
fiscal  year  1972. 

The  Job  Bank  network  is  a  base  to  which  additional,  more  sophisti- 
cated features  will  be  added,  gradually  extending  computerized  assist- 
ance from  the  dissemination  of  job  orders,  into  the  assessment,  em- 
ployer services,  job  development  and  placement  functions  of  local 
officers.  California,  Utah,  Wisconsin  and  New  York  City  are  currently 
experimenting  with  the  feasibility  of  computerized  man-job  matching 
systems.  Eight  additional  States  (Connecticut,  Pennsylvania,  Florida, 
Kansas,  Missouri,  Texas,  Nevada  and  Oregon)  are  now  conducting 
controlled  experiments  of  specific  descriptor  vocabularies  for  matching 
purposes,  and  Minnesota  is  experimenting  with  the  use  of  computers 
in  assessment  and  job  development,  Job  Banks  will  also  be  used  as  the 
basis  for  a  national  clearance  system  of  job  orders. 

These  are  some  of  the  major  efforts  being  made  to  develop  tools  for 
local  office  use,  the  staffing  and  the  staff  training  to  improve  services 
to  the  disadvantaged. 

Question  8b :  Does  the  Wagner-Peyser  Act  need  to  be  amended? 

Response : 

"We  see  no  need  for  amendment  at  this  time. 

Question  8c:  "What  steps  have  you  taken/ do  you  intend  to  take  to 
carry  out  President  Nixon's  directive  that  Federal  contractors  must 
list  job  openings  with  the  ES?" 

Response : 

Executive  Order  No.  11598  issued  on  June  16,  1971  declares  it  a 
policy  of  the  Executive  Branch  of  the  government  that  Federal  agen- 
cies and  prime  contractors  and  their  first  tier  subcontractors  engaged 
in  the  performance  of  Federal  contracts  shall  list  suitable  job  openings 
with  the  public  employment  service  to  help  returning  veterans  get 
employment. 

Preliminary  regulations  concerning  this  order  have  been  drawn  up 
by  the  DOL  and  were  published  in  the  Federal  Register  on  July  24. 
Pending  the  effective  date  of  the  regulation,  a  number  of  action  steps 
have  been  taken.  The  Department  has  issued  a  memorandum  to  all 
contracting  agencies  of  the  Federal  Government  and  the  District  of 
Columbia  asking  them  to  urge  their  contractors  and  subcontractors  to 
begin  now  voluntarily  listing  employment  openings  with  the  nearest 
office  of  their  State  Employment  Service.  All  agencies  have  been  most 
cooperative  in  this  concept  of  voluntary  listing.  The  Civil  Service 
Commission  has  sent  a  directive  to  all  agencies  requiring  them  to  list 
all  suitable  jobs  for  which  they  have  the  hiring  authority.  In  addition, 
the  Commission  and  the  Department  are  developing  a  system  of  com- 
prehensive job  market  information  useful  to  the  veteran  who  will  be 
seeking  career  Federal  Employment,  Plans  for  this  system  indicate 
that  perhaps  for  the  first  time  there  will  be  a  composite  listing  of 
Federal  job  opportunities  available  to  the  job  seekers  in  the  2,200 
employment  service  offices.  Agencies  exempt  from  the  Federal  Civil 
Service,  such  as  the  U.S.  Postal  Service  and  TVA,  are  being  contacted 
individually. 
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Operating  guidelines  for  the  local  public  employment  offices  are 
being  developed  and  will  be  issued  shortly.  These  guidelines  cover  pro- 
cedures for  incorporating  the  expanded  volume  of  job  openings  into 
the  Job  Bank  and  Job  Information  Services,  providing  applicant 
services  of  interviewing  and  counseling,  and  working  with  employers 
to  explain  the  details  of  implementing  the  order.  In  providing  service 
to  employers  the  ES  will  encourage  them  to  arrive  at  realistic  hiring 
requirements  in  terms  of  available  applicants,  to  meet  the  intent  of  the 
order  which  was  designed  to  focus  on  a  human  need — to  increase  em- 
ployment opportunities  for  returning  veterans.  Every  effort  is  being 
made  to  encourage  voluntary  job  listings  by  contractors  to  begin  im- 
mediately. Since  the  Executive  Order  applies  to  job  listings  of  the 
entire  company,  not  just  the  plant  that  has  the  responsibility  for  de- 
livery on  the  contract,  this  in  essence  means  that  the  veteran  job- 
seeker  will  have  access  to  information  on  a  substantial  part  of  the  total 
job  opportunities  of  the  American  economy  during  the  latter  half  of 
FY  1972. 

Question  8d:  Provide  us  with  the  analysis  of  the  ES  completed  in 
the  spring  of  1971  and  known  as  the  ES,  indicating  your  present  plans 
regarding  delivery  of  OFF  services  in  that  state  (i.e.,  loill  they  he 
delivered  by  ES,  CAA,  others?)  Also  provide  us  with  the  rebuttal  to 
the  Urban  Coalition- Laivyers  Committee  report — "Falling  Down  on 
the  Job :  The  US  Employment  Service  and  the  Disadvantaged"  pre- 
pared by  William  R.  Ford  of  ICES  A. 

Response : 

William  R.  Ford  was  designated  by  the  President  of  the  Interstate 
Conference  Employment  of  Security  Agencies  to  chair  a  sub-committee 
that  will  prepare  comments  on  the  Urban  Coalition-Lawyers'  Commit- 
tee report.  As  of  this  time,  however,  the  comments  are  still  being  col- 
lected from  State  Agencies.  The  report  is  now  scheduled  for  comple- 
tion at  the  end  of  September.  We  are  attaching  a  copy  of  the  pertinent 
correspondence.  We  are  also  attaching  the  chart  presentation  analyzing 
the  ES  that  was  completed  in  the  Spring  of  1971. 


Interstate  Conference 
or  Employment  Security  Agencies, 

April  19, 1971. 
To :  All  State  administrators. 

Subject:  Draft  report  "Falling  Down  on  the  Job — The  United  States 
Employment  Service  and  The  Disadvantaged." 

A  copy  of  the  subject  report  is  being  sent  to  each  of  you  today  by  the 
Iowa  Employment  Security  Commission,  who  has  duplicated  it  for 
us.  The  report  prepared  by  the  Lawyers'  Committee  for  Civil  Rights 
under  Law  purports  to  be  an  analysis  of  the  Employment  Service  sys- 
tem. It  includes  a  section  on  ICESA  and  makes  statements  and  recom- 
mendations of  concern  to  all  state  agencies  and  the  Conference.  Each 
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administrator,  especially  those  of  the  fifteen  states  who  are  mentioned 
in  the  paragraph  on  the  cover  page  of  the  report  as  having  been  re- 
viewed, is  asked  to  carefully  analyze  the  report,  and  provide  me  with 
comments  by  Monday,  April  26,  1971.  A  copy  also  should  be  sent  to 
Executive  Secretary  Gerald  Foster. 

It  is  the  intention  of  the  Executive  Committee  to  use  your  comments 
as  the  basis  for  developing  a  criteria  and  position  on  the  report  which 
subsequently  could  be  proposed  to  the  states  as  a  Conference  position. 

The  Manpower  Administration  is  also  reviewing  the  report  and  will 
make  their  comments  available  to  the  Committee. 

A  Conference  position  on  the  report  could  be  used  as  the  basis  for 
testimony  before  Congressional  committees  and  for  responding  to  the 
report  if  necessary. 

i  our  full  and  immediate  cooperation  in  this  matter  is  requested.  I 
realize  the  time  allowance  is  short  but  the  need  is  urgent.  The  report 
and  its  recommendations  will  be  one  of  the  principal  items  of  discus- 
sion at  our  May  4—5  meeting  in  Dallas. 

If  you  have  any  questions  please  call  me. 
Sincerely, 

William  L.  Heartwell,  Jr.,  President. 


interstate  conference  of 
Employment  Security  Agencies, 

June  11, 1971. 
To :  All  State  Administrators. 

Subject:  Reply  to  Report  "Falling  Down  on  the  Job — The  United 
States  Employment  Service  and  The  Disadvantaged." 
At  the  Mid- Year  Meeting  of  the  Interstate  Conference  of  Employ- 
ment Security  Agencies  held  in  Dallas,  May  4-5,  1971,  the  Confer- 
ence instructed  the  National  Executive  Committee  to  draft  a  reply 
to  the  abovementioned  report.  Mr.  William  Heartwell,  Jr.,  President, 
ICESA,  in  turn,  requested  that  I  chair  the  subcommittee  and  have 
the  responsibility  for  bringing  together  the  data  necessary  for  reply. 
It  is  now  necessary  after  analyzing  the  responses  from  some  of  the 
states  to  request  that  all  Administrators  again  reply  by  using  the  at- 
tached list  of  points  made  in  the  Lawyers'  Report.  We  would  like  spe- 
cific information  concerning  the  12  allegations  made  in  the  report.  We 
are  asking  that  you  be  specific  in  answering,  and  to  include  any  and 
all  practices  pertinent  to  these  12  points. 

It  will  be  necessary  to  receive  your  responses  prior  to  June  30th 
because  of  the  urgency  in  compiling  and  drafting  a  total  response  that 
includes  information  received  from  all  of  the  states. 

Thank  you  very  much  for  your  assistance  in  this  matter. 
Sincerely, 

William  F.  Ford, 
Chairman,  ICESA  Subcommittee 

to  Respond  to  Lawyers''  Report. 
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Falling  Down  on  the  Job  :  The  United  States  Employment  Serv- 
ice and  the  Disadvantaged  Report  Prepared  by  the  Lawyers' 
Committee  for  Civil  Rights  Under  the  Law  and  the  National 
Urban  Coalition 

The  following  are  12  allegations  to  which  State  Administrators 
MUST  respond.  Also  attached  are  the  Manpower  Administration's 
comments  regarding  each  allegation  which  may  guide  you  in  making 
your  responses. 

1.  The  ES  is  not  equipped  to  handle  the  problems  of  the  disad- 
vantaged. 

2.  The  ES  has  been  blatently  discriminatory  toward  minorities. 

3.  ES  farm  service  offices  work  as  agents  of  growers  and  have 
not  sought  to  aid  individual  workers  by  developing  new  job 
opportunities. 

4.  ES  serves  only  a  small  percentage  of  the  work  force  and  has 
access  to  only  a  limited  segment  of  the  labor  market. 

5.  Job  listings  have  decreased  and  represent  only  the  lowest  oc- 
cupational levels  of  the  economy. 

6.  Major  responsibility  for  program  failure  rests  with  State 
and  local  offices.  Services  are  uneven  in  quality  and  frequently 
ignore  national  priorities. 

7.  State  Agency  Staff:  In  addition  to  not  having  sufficient  mi- 
nority employees  or  persons  experienced  in  dealing  with  the  dis- 
advantaged, as  mentioned  above,  many  agencies  include  too  many 
people  who  have  been  on  the  job  too  long,  at  pay  levels  that  are 
not  competitive  with  private  industry  and  under  conditions  that 
discourage  vigorous,  imaginative  individuals. 

8.  Tests  and  Job  Classification  System:  These  are  culturally 
biased,  with  too  heavy  reliance  on  past  work  experience,  channel- 
ing applicants  to  similar  jobs  in  the  future. 

9.  WIN :  Auerbach  Report  of  1969  prepared  on  request  of 
DOL  for  an  evaluation,  documented  many  flaws,  which  reviews 
of  State  Agencies  substantiate.  For  example,  WIN  has  handled 
only  a  small  percent  of  eligible  AFDC  population;  services  are 
fragmented;  only  20  percent  of  participants  get  jobs — and  many 
jobs  are  insufficient  to  insure  removal  from  welfare  rolls;  cost  per 
successful  enrollee  per  year  is  $4,000. 

10.  Food  Stamp  Act  and  FAP :  Based  on  ES  performance  with 
the  WIN  program,  it  is  clear  that  enlarging  the  ES  role  under 
FAP  and  the  Food  Stamp  program — where  it  would  be  dealing 
with  similar  clients — would  be  a  great  disservice  to  those  who  ex- 
pect substantial  economies  by  moving  large  numbers  of  people 
off  the  welfare  rolls  and  it  could  have  large  tragic  consequences 
for  the  welfare  recipients  themselves  who  are  expecting  meaning- 
ful employment. 

11.  Apprenticeship  Information,  Centers:  The  AICs  role  is 
primarily  promotional  and  informational ;  they  have  no  sanctions 
and  feel  no  special  responsibility  to  minorities  seeking  access  to  the 
lucrative  construction  jobs;  and  their  performance  to  date  has 
been  unimpressive. 

12.  ICES  A :  The  DOL  should  "recognize  the  group  for  what 
it  is— representative  of  the  vested  interests  in  the  State  ES  bu- 
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reaucracies — and  that   it  should  be   separated  physically   and 

fiscally  from  the  Department  of  Labor. 
This  paper  summarizes  the  conclusions  presented  in  the  Lawyers' 
Committee  Report.  The  Committee's  key  points  are  also  summarized 
along  with  Manpower  Administration  comments  on  those  points.  The 
Committee's  recommendations  are  also  listed. 

Committee's  Conclusions 

Manpower  programs  have  not  achieved  dramatic  results  in  their  goal 
of  helping  the  poor  obtain  self-supporting  employment.  "Major  re- 
sponsibility for  program  failure  rests  with  the  State  and  local  ES  of- 
fices," which  frequently  disregard  national  priorities.  The  ES  system 
is  "not  equipped  to  handle  the  problems  of  the  disadvantaged"  and 
many  agencies  have  been  "blatantly  discriminatory"  in  dealing  with 
minorities.  In  relation  to  farm  services,  the  ES  serves  as  "agents  of 
growers."  Moreover,  it  serves  only  a  small  percentage  of  the  work  force 
and  has  access  to  only  a  limited  segment  of  the  labor  market.  Job  list- 
ings have  decreased  and  mainly  represent  only  the  lowest  occupational 
levels  of  the  economy.  Small  DOL  experiments  (HRD,  EDT,  COMO, 
Job  Banks,  CAMPS,  Management  Reform)  "have  not  brought  about 
the  much  needed  overhaul  of  the  system."  If  basic  welfare  reform  be- 
ing considered  by  Congress  is  to  be  effective,  manpower  aspects  must 
be  delivered  through  a  viable,  effective  system.  "The  ES  is  once  again 
at  a  fork  in  the  road:  one  path  leads  to  dissolution,  the  other  to 
reform." 

Committee '5  Key  Points 

1.  The  ES  is  not  equipped  to  handle  the  problems  of  the  disad- 
vantaged. 

MA  Comment :  In  FY  1970,  those  applicants  who  met  the  poverty 
and  other  criteria  of  disadvantaged  were  16.5  percent  of  all  ES  ap- 
plicants, but  they  received  51.6%  of  the  counseling  interviews,  and 
20.9  percent  of  the  nonagricultural  placements.  Qualitative  improve- 
ments have  been  and  are  being  made  to  strengthen  ES  service,  includ- 
ing minority  staffing  increases,  staff  training,  counselor  training, 
employability  development  teams,  CEPs  located  in  target  areas  and 
outstationed  ES  staff.  Approximately  3,500  disadvantaged  are  serving 
as  coaches,  increasing  outreach  efforts.  A  New  Careers  in  the  Employ- 
ment Security  System  project  will  hire  or  upgrade  3,000  additional 
staff. 

2.  The  ES  has  been  blatantly  discriminatory  toward  minorities. 
MA  Comment:  In  Calendar  Year  1970,  while  "Other  than  Whites" 

totaled  12.6%  of  the  population,  they  filed  22.7%  of  ES  applications 
and  constituted  34.8  percent  of  ES  nonagricultural  placements.  Minor- 
ity placements  by  occupation  as  a  percent  of  total  placements  for  CY 
69  ranged  from  22.6%  of  the  professional  and  managerial  placements 
to  52.7  percent  of  the  service  placements.  Black  people  made  up  50% 
of  the  FY  1970  enrollment  in  training  programs  (11.2%  of  the  popu- 
lation) ;  Spanish-surnamed,  15%  (4.7%  of  the  population1)  ;  Indians, 
2%  (.4%  of  the  population). 


1  The  Spanish-surnamed  population  figure  is  from  a  1969  current  population  survey. 
Black  and  Indian  figures  are  from  preliminary  1970  census  data.  These  three  breakouts  do 
not  equal  the  "Other  than  White"  total  as  most  Spanish-surnamed  persons  are  White. 
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MA  minority  staffing  policy  states  State  Employment  Security  of- 
fices "should  employ  such  numbers  of  workers  from  minority  groups 
as  will  assure  that  all  agencies  and  offices  can  operate  effectively  in 
responding  to  the  manpower  and  employment  needs  of  the  community 
being  served."  States  have  minority  staffing  goals  they  are  expected  to 
attain  during  FY  '71  and  '72. 

Gains  are  being  made.  Minority  employment  increased  from  11.8% 
in  1967  to  16.2%  as  of  August  1970.  Managerial-supervisory  minority 
employees  increased  from  6.5%  to  8.2%.  Professional  and  technical 
staff  from  9.3%  to  10.6%.  Departmental  EEO  representatives  work 
full-time  making  general  compliance  reviews. 

3.  ES  farm  service  offices  work  as  agents  of  growers  and  have  not 
sought  to  aid  individual  workers  by  developing  new  job  opportunities. 

MA  Comment:  Emphasis  has  shifted  from  Farm  Services  to  a  Rural 
Manpower  Program.  There  are :  13  CEPs  in  rural  areas ;  "Ottumwa" 
Projects  in  selected  areas  in  12  States ;  Operation  Hitchhike ;  Smaller 
Communities  Programs  which  have  operated  in  58  counties  in  19 
States ;  and  the  WIN  Program  in  489  rural  counties.  Pilot  efforts  to 
aid  migratory  workers  are  being  developed  as  mobility  facilitating 
service  units. 

4.  ES  serves  only  a  small  percentage  of  the  work  force  and  has  ac- 
cess to  only  a  limited  segment  of  the  labor  market. 

M A  Comment :  Work  force  includes  both  employed  and  unemployed. 
ES  deals  almost  totally  with  unemployed.  During  Calendar  Year  1*969, 
11.7  million  workers  suffered  a  period  of  unemployment;  ES  received 
9.85  million  new  applications,  (or  an  estimated  84.2%  of  the  un- 
employed). 

5.  Job  listings  have  decreased  and  represent  only  the  lowest  occupa- 
tional levels  of  the  economy. 

MA  Comment:  ES  redirection  is  away  from  order  filling  per  se  to 
services  to  the  disadvantaged.  However,  a  study  of  job  openings  on 
hand  June  1, 1970  in  ES  offices  located  in  77  SMSAs  showed  40  percent 
in  professional,  technical,  managerial,  clerical  and  sales  occupations. 

This  generally  reflects  the  percent  of  unfilled  job  openings  in  these 
occupations  in  all  77  areas.  Also,  ES  placements  in  nonagricultural 
employment  reflect  the  general  employment  spectrum  in  the  United 
States.  For  example,  in  FY  69,  28.7%  of  the  persons  employed  in  non- 
agricultural  occupations  in  the  United  States  were  in  manufacturing  ; 
30.0%  of  the  ES  placements  were  in  manufacturing.  Trade  occupa- 
tions made  up  20.8  percent  of  the  jobs  and  26.2  percent  of  ES  place- 
ments. Non-household  services  made  up  16.0  percent  of  nonagricul- 
tural employment  and  21.7  percent  of  ES  placements. 

6.  Major  responsibility  for  program  failure  rests  with  State  and 
local  offices.  Services  are  uneven  in  quality  and  frequently  ignore  na- 
tional priorities. 

A.  Human  Resources  Development  (HRD):  Citing  an  Auer- 
bach  Report  of  April  1969,  "The  HRD  concept  is  not  effectively 
realized — too  feeble,  deprived  of  funds  and  effective  staff  .  .  .  The 
chronically  disadvantaged  are  not  reached  by  the  program ;  when 
they  are,  they  are  seldom  helped — ". 
MA  Comment :  The  HRD  concept  was  used  as  one  step  in  redirect- 
ing ES  to  assist  disadvantaged  applicants  to  become  job  ready.  Central 
to  the  concept  was  intensive  employability  development  services.  WIN 
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and  CEP  programs  use  ED  Teams  and  COMO  cities  use  three  levels 
of  services  of  ED  Model,  (presently  being  evaluated  before  general  im- 
plementation). The  three  levels  are  self-directed  job  information  serv- 
ices; employability  exploration  and  job  development  services  for 
applicants  in  need  of  some  employability  preparation  and  intensive 
employability  development  services  for  the  most  disadvantaged  appli- 
cants. ES  positions  (Grants  to  States  Funds)  increased  from  FY  '65 
to  FY  '66  from  24,091  to  30,601. 

The  increase  was  targeted  to  serving  Youth  Opportunity  Centers, 
which  then  evolved  into  HRD  and  redirection  of  the  Employment 
Service  to  provide  comprehensive  manpower  services  for  the  disad- 
vantaged and  non-job  ready  unemployed.  In  FY  1967  there  were  ap- 
proximately 30,286. 

B.  COMO :  Does  not  give  promise  of  affecting  basic,  massive 
changes  in  the  ES  operation,  although  it  is  a  sound  reform. 

MA  Comment :  COMO  is  presently  being  evaluated  to  determine  its 
effectiveness  in  using  three  levels  of  services  to  meet  varying  applicant 
needs. 

C.  Job  Banks:  The  Job  Bank  program  has  unquestionably 
made  ES  operations  more  efficient  and  should  make  them  more 
uniform.  However,  there  is  still  the  low  level  of  ES  job  openings 
with  which  to  contend.  And  the  chief  beneficiaries  of  Statewide 
job-matching  will  likely  be  the  skilled  mobile  population. 

MA  Comment:  Data  from  six  early  Job  Bank  cities  (November  1971 
JBOR  Report)  showed  improved  services  to  the  disadvantaged  not 
only  in  terms  of  increased  referrals  and  placements,  but  also  place- 
ments in  higher-paying  jobs  (fewer  under  $1.61  per  hour  and  more 
over  $2.80). 

Job-matching  systems  in  process  of  development  in  Wisconsin  and 
New  York  City  are  designed  for  entry-level,  disadvantaged  or  non- 
professional workers,  as  well  as  experienced  applicants.  These  match- 
ing systems  are  experimental  and  will  not  be  implemented  nationwide 
unless  it  is  demonstrated  they  can  serve  all  applicants  better  than 
Job  Banks.  The  Wisconsin  system  matches  on  the  basis  of  DOT 
worker-trait  groups  rather  than  specific  DOT  occupational  codes — 
grouping  according  to  worker  traits  (interests,  education,  experience) 
and  potential  rather  than  specific  experience.  In  the  New  York  City 
system,  matching  is  not  dependent  on  occupational  classifications  of 
any  kind,  although  the  DOT  code  can  be  used  if  appropriate.  Match- 
ing can  be  made  on  any  number  or  combination  of  26  types  of  factors, 
including  interests,  aptitudes,  temperments,  and  general  educational 
development  (not  necessarily  number  of  years  in  school). 

D.  CAMPS:  Of  fifteen  State  CAMPS  committees  surveyed, 
fourteen  were  ineffectual.  By  itself,  CAMPS  is  insignificant,  un- 
less it  is  viewed  as  the  initial  step  towards  more  drastic  reform, 
such  as  increased  local  control  over  manpower  funds. 

MA  Comment:  CAMPS  was  designed  to  serve  as  part  of  a  planning 
system,  and  to  achieve  better  communication.  Based  on  "Revenue 
Sharing"  concept  and  our  decentralization/decategorization  thrust, 
CAMPS  is  being  structurally  overhauled  to  make  it  more  responsive 
to  State  and  local  needs  and  to  facilitate  true  planning. 

E.  ES  Plan  of  Service :  The  planning  concept  has  never  taken 
meaningful  root  in  the  State  agencies.  Most  plans  read  alike  and 
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reflect  current  DOL  rhetoric ;  plans  are  often  contradicted  by  ac- 
tual performance. 
MA  Comment:  In  FY  '71  final  review  responsibility  and  allocation 
authority  were  decentralized  to  the  regions.  ESARS  will  provide  data 
to  help  measure  performance  against  plans.  The  Regional  Operational 
Planning  and  Central  System  will  be  used  in  a  regular  review  of  op- 
erations. Better  monitoring  guidelines  are  being  developed. 

F.  Employment     Security     Automated     Reporting     System 
(ESARS):  It  is  too  early  to  determine  whether  it  will  be  an  effec- 
tive planning  tool,  although  it  provides  opportunity  for  more 
effective  Federal  direction  of  State  agencies.  Basic  shortcomings 
to  date  are  tendency  to  over-document,  and  failure  to  include  a 
number  of  basic  performance  standards. 
MA  Comment :  ESARS  contains  data  which  can  be  used  in  gauging 
performance  against  plans;  revisions  to  be  effective  December  1,  1971 
will  provide  still  better  data.  Reports  are  being  obtained  from  all 
States  except  Maryland.  Though  there  are  still  some  reporting  prob- 
lems, the  system  is  continually  improving. 

7.  State  Agency  Staff:  In  addition  to  not  having  sufficient  minority 
employees  or  persons  experienced  in  dealing  with  the  disadvantaged, 
as  mentioned  above,  many  agencies  include  too  many  people  who  have 
been  on  the  job  too  long,  at  pay  levels  that  are  not  competitive  with 
private  industry  and  under  conditions  that  discourage  vigorous, 
imaginative  individuals. 

MA  Comment:  Along  with  other  Federal  programs,  we  have  sup- 
ported and  participated  in  two  major  efforts  to  help  State  agencies 
develop  their  personnel  management  capability:  (1)  the  Intergov- 
ernment  Personnel  Act  (PL  91-648)  and  (2)  Revised  Federal  Merit 
System  Standards  (reissued  March  6,  1971).  The  former  provides 
such  opportunities  as  grants  for  staff  training  and  personnel  manage- 
ment, improvement,  technical  assistance  and  intergovernmental  co- 
operation in  recruitment.  The  latter  serves  to  encourage  States  to  over- 
haul their  merit  system  policies  and  procedures  to  better  serve  pro- 
gram agencies  in  accomplishing  their  missions. 

8.  Tests  and  Job  Classification  System:  These  are  culturally  biased, 
with  too  heavy  reliance  on  past  work  experience,  channeling  appli- 
cants into  similar  jobs  in  the  future. 

MA  Comment:  GATB  is  recognized  as  the  best  validated  multiple 
aptitude  test  battery  in  existence  for  use  in  vocational  guidance.  Also, 
we  have  developed  a  Spanish  version  language  of  the  GATB  for  use 
by  Spanish  and  Mexican  Americans,  plus  the  Nonreading  Aptitude 
Test  Battery  and  also    now  developing  Work  Sampling  Techniques. 

9.  WIN:  Auerbach  Report  of  1969  prepared  on  request  of  DOL  for 
an  evaluation,  documented  many  flaws,  which  reviews  of  State  agencies 
substantiate.  For  example,  WIN  has  handled  only  a  small  percent  of 
eligible  AFDC  population;  services  are  fragmented;  only  20  percent 
of  participants  get  jobs — and  many  jobs  are  insufficient  to  insure 
removal  from  welfare  rolls;  cost  per  successful  enrollee  per  year  is 
$4,000.  * 

MA  Comment:  As  of  February  28,  1971,  90  percent  of  all  WIN 
training  slots  were  filled.  While  20  percent  of  those  who  have  ter- 
minated from  the  program  were  placed  in  jobs,  60  percent  of  other 
terminations  were  for  "good  cause:"  return  to  school,  death,  loss  of 
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child  care,  loss  of  eligibility,  illness,  pregnancy,  etc.  Average  wage 
rate  received  by  employed  terminees  was  $2.31  per  hour— sufficient  to 
completely  remove  family  of  4  from  AFDC  rolls  in  22  States  and 
substantially  reduce  benefit  payment  levels  in  others.  Also  to  be  con- 
sidered are  social,  economic,  psychological  benefits.  The  $4,000  figure 
is  derived  by  dividing  the  total  expenditures  by  those  successfully 
■placed  in  jobs,  which  does  not  take  account  of  cost  for  manpower 
services  for  those  still  participating.  Average  annual  cost  per  WIN 
participant  is  $1,200. 

10.  Food  Stamp  Act  anal  FAP:  Based  on  ES  performance  with  the 
WIN  program,  it  is  clear  that  enlarging  the  ES  role  under  FAP 
and  the  Food  Stamp  program — where  it  would  be  dealing  with  simi- 
lar clients — would  be  a  great  disservice  to  those  who  expect  substan- 
tial economies  by  moving  large  numbers  of  people  off  the  welfare 
roles  and  it  could  have  tragic  consequences  for  the  welfare  recipients 
themselves  who  are  expecting  meaningful  employment. 

MA  Comment :  The  specifics  of  the  Food  Stamp  program  are  still 
being  worked  on  with  USDA.  The  FAP  legislation  is  still  being  de- 
veloped in  the  Congress.  The  MA  is  studying  what  form  ES  par- 
ticipation might  take.  The  extent  to  which  people  can  be  prepared 
for  work  and  the  extent  to  which  there  are  available  jobs  will  de- 
termine the  degree  to  which  goals  will  be  achieved. 

11.  Apprenticeship  Information  Centers  (AICs) :  The  AICs  role 
is  primarily  promotional  and  informational;  they  have  no  sanctions 
and  feel  no  special  responsibility  to  minorities  seeking  access  to  the 
lucrative  construction  jobs;  and  their  performance  to  date  has  been 
unimpressive. 

MA  Comment:  AICs  are  deeply  committed  to  serving  minorities. 
The  MA  is  itself  reviewing  the  centers  and  working  on  more  effective 
approaches,  tieing  in  with  BAT  and  Construction  Outreach  programs. 

12.  ICES  A :  The  DOL  should  "recognize  the  group  for  what  it  is — 
representative  of  the  vested  interests  in  the  State  ES  bureaucracies — 
and  that  it  should  be  separated  physically  and  fiscally  from  the  De- 
partment of  Labor." 

MA  Comment:  As  State  agencies  are  100  percent  federally  funded, 
any  funds  used  for  ICESA  would  be  Federal  funds.  ICESA  performs 
a  valuable  service  in  providing  State  agency  viewpoints  and  input  on 
policy  consideration  which  would  affect  their  operations.  This  is  one 
of  many  groups  and  individuals  consulted. 

Following  are  the  Lawyers'  Committee's  recommendations : 

Committee 's  Recommendations 

A.  Data  collection,  job  listing,  job  matching,  placement  and  man- 
power projection  functions  performed  by  the  ES  should  be  totally 
separated  from  the  basic  personal  service  functions:  interviewing, 
assessing,  counseling,  training,  orientation,  and  other  activities  directed 
to  helping  individuals  become  employable. 

B.  The  former  functions  on  data  collection,  job  listing,  etc.  in  A 
above,  should  be  given  to  the  ES  system  which  should  be  federalized. 
All  services  related  to  making  individuals  employable  should  be  given 
to  a  new  agency,  which  would  in  affect  act  as  the  "workers  advocate," 
and  this  agency  should  be  a  new  Federal  agency  or  a  State  or  local 
government  prime  sponsor. 
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C.  Federal,  State,  and  local  governments  be  required  to  list  job  open- 
ings with  ES.  Further,  all  private  employers  who  are  contractors  with 
the  Federal  Government  be  required  to  list  openings  with  the  ES. 
Eventually,  all  employers  engaged  in  interstate  commerce  be  required 
to  post  job  openings  with  the  ES. 

D.  The  Department  of  Labor  should  be  given  a  resource  for  the  crea- 
tion of  jobs  in  both  the  public  and  the  private  sectors;  that  it  should  be 
a  flexible  one  which  is  adaptable  to  the  crisis  in  the  economy. 

E.  The  resources  and  responsibilties  of  the  ES  for  promoting  and 
enforcing  employer  compliance  with  the  Civil  Rights  laws  should  be 
increased. 

F.  The  farm  labor  placement  functions  should  be  discontinued  or 
that  the  service  be  separated  from  the  Department  of  Labor  and  funded 
by  the  growers. 

G.  Specific  appropriations  should  be  earmarked  for  rural  manpower 
programs  and  they  should  be  greatly  increased. 

H.  The  Department  should  take  steps  (a)  to  insure  public  partici- 
pation in  major  decisions  on  the  operation  of  the  ES  and  the  delivery 
of  manpower  services  and  (b)  to  build  local  constituent  groups,  com- 
mitted to  monitoring  and  upgrading  ES  operations. 

MA  Comments:  The  Manpower  Administration  seeks  input  from 
all  groups  and  will  take  these  recommendations  under  consideration. 
Action  will  depend  on  assessment  of  many  recommendations  and 
studies  and  on  legislation  being  worked  on  in  Congress  which  may 
affect  manpower  programs. 

Assistant  Secretary  Malcolm  R.  Lovell  said  "We  recognize  quite 
clearly  that  the  Employment  Service  is  not  perfect.  It  has,  however, 
made  substantial  progress  in  recent  years,  an  encouraging  develop- 
ment not  given  great  prominence  in  the  Urban  Coalition  Report  .  .  . 
we  are  currently  studying  what  form  the  Employment  Services'  par- 
ticipation will  take  under  the  President's  proposed  Family  Assistance 
Program.  Although  they  will  clearly  play  a  role  it  is  still  too  early  to 
define  it  in  specific  terms."  (See  attached  release.) 

Committee^  Research:  Interviews  and  document  reviews  conducted 
at  both  Federal  and  State  levels,  over  six-month  period,  ending  March 
30,  1971.  States  reviewed:  California,  Indiana,  Illinois,  Louisiana, 
Massachusetts,  Michigan,  Mississippi,  New  Jersey,  New  York,  North 
Carolina,  Ohio,  Pennsylvania,  Texas  and  Virginia.  The  committee 
cites  several  old  reports  (most  which  were  DOL  financed)  to  build  its 
case  against  the  ES,  such  as  the  report  prepared  by  Charles  Stewart, 
transmitted  in  the  form  of  a  memorandum  to  the  Under  Secretary, 
August  6,  1958,  entitled  "ORD  Review  of  Major  Aspects  of  the  Pub- 
lic Employment  Service,  1947-1957"  which  described  the  ES  as  hav- 
ing been  through  "eleven  year  of  stalemate,  if  not  progressive  de- 
cline." Another  example  is  an  April  1968  report  by  Auerbach  Corpora- 
tion concluding  "the  chronically  disadvantaged  are  not  reached  by 
the  program."  The  Department  funded  these  studies  to  uncover  prob- 
lems or  weaknesses  in  the  operation  of  the  ES.  In  instances  where  the 
problem  could  be  solved  by  action  on  the  Department's  part,  or  in 
cooperation  with  State  agencies,  action  was  taken  or  initiated.  Where 
developmental  work  or  studies  were  needed  to  find  ways  to  help  solve 
problems,  these  were  undertaken  or  are  planned.  For  example,  m 
reference  to  the  Stewart  Report  all  of  the  reforms  outlined  under  our 
comments  to  Key  Point  6  were  initiated ;  in  reference  to  the  Auerbach 
Report,  see  comments  on  Key  Point  2. 
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Statement  by  Assistant  Secretary  of  Labor 
Malcolm  R.  Lovell,  Jr. 

It  is  difficult  to  see  how  a  manpower  organization,  such  as  the  State 
Employment  Service-which  has  found  almost  6  million  iobs  for  m? 
iiority  persons  in  the  past  three  years— could  be  viewed  with  the  con 
tempt  expressed  m  a  report  issued  today  by  the  Urban  Coalition  and 
the  Lawyers'  Committee  for  Civil  Rights  Under  Law 

Thirty-seven  percent  of  the  job  placements,  made  without  charge  by 
the  Employment  Service,  from  1968  through  1970,  were  for  persons 
other  than  white,  even  though  such  persons  constitute  only  13  percent 
of  the  nation's  population.  During  this  period  nearly  14  million  -jobs 
were  found  for  Americans  in  a  wide  variety  of  occupations. 

The  Employment  Service  is  an  institution  in  transition,  moving  from 
a  strictly  labor  exchange  operation  in  1962  to  the  more  comprehen- 
sive manpower  agency  it  is  todav.  We  think  the  State  agencies  have 
made  great  progress  in  this  very  difficult  task.  This  change,  of  course, 
has  resulted  in  a  number  of  problems,  some  of  which  need  further 
attention. 

Quite  frankly,  the  empahsis  of  the  Employment  Services  on  plac- 
ing the  disadvantaged  in  jobs  has  met  with  disfavor  on  the  part  of 
some  employers.  Paradoxically,  the  Employment  Service  has  been 
criticized  by  some  employers  for  not  referring  qualified  candidates 
and  not  being  sensitive  to  their  needs  while  being  criticized  by  some 
of  the  disadvantaged  for  not  providing  adequate  job  placements  in 
all  cases. 

We  recognize  quite  clearly  that  the  Employment  Service  is  not  per- 
fect. It  has,  however,  made  substantial  progress  in  recent  years,  an  en- 
couraging development  not  given  great  prominence  in  the  Urban  Coa- 
lition Report.  The  installation  of  a  Job  Bank  system  in  66  large  com- 
munities across  the  country  is  but  one  step  by  the  Employment  Service 
to  speed  suitable  job  placements  for  all  job  seekers,  including  the  dis- 
advantaged. 

We  are  currently  studying  what  form  the  Employment  Services' 
participation  will  take  under  the  President's  proposed  Family  Assist- 
ance Program.  Although  they  will  clearly  play  a  role  it  is  still  too 
early  to  define  it  in  specific  terms. 

Long  criticized  for  its  failure  to  include  an  adequate  number  of 
minorities  in  its  staff,  the  Employment  Service  has  boosted  its  minor- 
ity representation  from  6,835  persons  (11.8  percent)  in  1967  to  11,062 
(16.2  percent)  as  of  August,  1970.  In  1966,  5.5  percent  of  minority 
employees  were  in  managerial  or  supervisory  positions.  By  1970  this 
figure  had  risen  to  8.2  percent.  Another  10.6  percent  were  in  profes- 
sional and  technical  positions. 

It  should  be  noted  that  the  Employment  Service  is  a  100-percent 
federally-funded  State  agency  that  is  being  required  to  set  goals  and 
timetables  for  the  hiring  of  minority  group  persons  in  its  local  offices. 

Recently,  the  Labor  Department'  made  available  $10.1  million  to 
these  agencies  to  make  possible  the  hiring  or  upgrading  of  3.000  dis- 
advantaged persons  for  their  staffs.  All  the  jobs  for  these  individuals 
are  ones  with  a  professional  future. 

Certainly,  these  efforts,  continuing  and  growing,  will  make  the  State 
Employment  Service  system  a  much  better  organization. 

To  look  only  at  its  weakness  is  a  disservice  to  the  Nation. 
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Question  8e :  "What  percent  of  ES  placements  of  the  disadvantaged 
{or  of  loelfare  recipients,  if  known)  have  been  in  jobs  below  the  mini- 
mum wage?  Not  covered  by  workmen 's  compensation?  Less  than  1 
year?  Agricultural? 

Response  : 

As  indicated  in  the  response  to  question  4b,  average  entry  hourly 
earnings  for  FY  1971  employed  WIN  terminees  ranged  from  a  low 
of  $1.91  to  a  high  of  $2.92 ;  average  for  the  total  group  was  $2.28  per 
hour. 

Data  are  not  now  available  on  ES  placements  in  general  by  wage 
levels,  or  by  workmen's  compensation  coverage.  State  ES  agencies 
operate  in  compliance  with  Federal  and  State  laws  and  regulations 
on  these  matters.  Placements  are  reported  on  the  basis  of  short  time 
(3  days  or  less)  or  regular  (all  other  placements).  There  is  no  data 
covering  placements  less  than  1  year.  Twenty-two  percent  of  ES  non- 
agricultural  placements  in  FY  1971  were  of  disadvantaged. 

No  data  are  available  on  agricultural  placements  of  the  disadvan- 
taged as  an  estimated  93  percent  of  agricultural  placements  are  made 
of  groups  of  workers  and  there  is  no  in-depth  interview  with  each 
applicant  to  obtain  information  on  family  income. 

Question  8f :  " Recent  DOL  policy  memoranda,  state  that  the  ES 
will  become  (or  is)  the  " coordinator  of  manpower  programs".  What 
does  this  mean? 

Response  : 

Manpower  coordination  in  relation  to  the  Concentrated  Employ- 
ment Program  (CEP)  relates  to  the  grouping  of  manpower  tasks  into 
a  single  manpower  services  package  which  is  usually  subcontracted  as 
an  interrelated  whole  to  the  ES.  The  document  which  defined  the 
task  grouping  and  responsibility  for  it  is  Manpower  Administration 
Order  No.  14-69.  Previous  to  the  issuance  of  MAO  14-69,  in  delivery 
of  manpower  services  in  the  CEP  program  there  was  some  fragment- 
ing, over-lapping,  and  some  confusion  over  duties  and  responsibilities. 
MAO  14-69  requires  a  single  agency,  usually  the  ES,  to  provide  (and 
thus  be  totally  and  fully  responsible  for  the  administration  of)  the 
manpower  services  package. 
These  services  are  defined  as : 
outreach 
intake 
orientation 

assessment  and  counseling 
coaching 
referral  to  employability  development  services,  including 

training 
referral  to  supportive  services 
job  development 
placement 
intensive  follow  up 
Outreach,  coaching,  orientation,  and  intensive  follow  up  may  be 
handled  through  subcontracts  to  other  agencies  if  it  is  decided  that 
other  agencies  can  better  or  more  easily  perform  these  services. 

The  ES  is  responsible  for  the  manpower  services  package  in  all  but 
two  CEPs.  The  two  CEPs  are  Manchester,  New  Hampshire  and  Gary, 
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Indiana.  The  decision  was  made  to  not  subcontract  with  the  ES  after 
a  long  series  of  negotiations  from  which  agreements  could  not  be 

t*p  f\  o  n  P  c\ 

In  addition  to  being  the  subcontractor  for  Manpower  services,  the 
ES  is  the  prime  sponsor  for  four  CEPs  and  therefore,  responsible  lor 
the  administration  of  the  total  program.  These  CEPS  are  Northern 
Michigan,  East  St.  Louis,  Mississippi  Rural  and  Arkansas  Rural. 

A  June  25,  1969  publication  entitled  "The  Employment  Service  as 
a  Comprehensive  Manpower  Agency"  explains  the  ES  reorientation  to 
provide  intensive  employability  development  services  for  people  most 

in  need  of  them.  .  , 

There  have  been  several  recent  releases  describing  the  Comprehen- 
sive Manpower  Delivery  System  Model  (COMO)  which  is  being  used 
experimentally  in  10  cities  and  one  rural  area.  TESPL  No.  2607  dated 
November  10,  1970  states  that  the  experiment  should  help  improve 
"the  local  employment  service  as  the  focal  point  for  local  manpower 
activities  "  COMO  is  an  effort  to  redirect  local  office  operations  and 
provide  three  levels  of  service  based  on  applicant  need"  (self-service, 
employability  exploration,  and  employability  development) . 

In  addition,  there  have  been  releases  in  relation  to  improving  em- 
ployer services  activities  the  primary  method  of  job  finding  and  work- 
ing with  employers  to  encourage  them  to  fill  their  manpower  needs  in 
terms  of  available  workers,  who  are  or  could  be  trained.  Coordination 
discussed  in  relation  to  employer  services  is  generally,  as  stated  in  the 
attachement  to  TESPL  2637  dated  April  1971,  "coordinating  employer 
services  activities  conducted  under  ES -grants  with  WIN,  CEP,  and 
other  job  development  activities  in  which  the  State  is  involved  and 
with  community  agencies." 

Question  9:  Program  Management:  What  will  the  role  of  the  CAA's 
be  under  the  OFF  program?  What  is  your  evaluation  of  and  do  you 
intend  to  stick  with  the  "prime  sponsorship"  approach?  What  other 
private  or  public  agencies  are  appropriate  sponsors? 

Response : 

1.  The  mandate  of  H.R.  1  is  clear;  the  Department  of  Labor  is  to 
conduct  its  local  OFP  operations  through  those  agencies  or  groups 
which  have  the  demonstrated  capability  to  perform  in  a  responsive  and 
efficient  manner.  The  Department  expects  to  look  keenly  at  the  nation- 
wide system  of  CAA's,  evaluate  their  prior  manpower  experience  and 
performance,  and  determine  their  interest  in  participating  as  our 
agents.  Where  selected,  such  participation  may  range  completely 
through  the  spectrum  of  responsibilities  from  management  of  a  range 
of  manpower  development  operations  in  some  localities  through  advice 
and  guidance  about  the  needs  and  conditions  of  the  welfare-eligible 
population  in  others.  . 

2.  The  "prime  sponsorship'1''  approach:  there  is,  unfortunately,  no 
simple  or  single  answer  to  the  many  problems  with  and  advantages  of 
the  prime  sponsorship  approach  to  manpower  program  management. 
No  area  or  community  manpower  program  which  is  delivered  through 
a  multiplicity  of  contracts,  is  funded  on  an  annual  multi-million 
dollar  basis  aiid  which  must  work  with  and  respond  to  the  great  range 
of  human  needs  and  wants  can  remotelv  be  viewed  as  easy  to  manage. 
Yet,  it  is  management  that  is  the  duty  and  task  of  a  prime  sponsor. 
Our  advisors  and  evaluators  tell  us  that  the  order  of  management  skill 
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required  from  manpower  program  man  is  perhaps  the  mosl 

manding  in  the  nation  today.  It  is  against  this  Level  of  managemenl 
difficulty  that  the  performance  of  DOL-affiliated  prime  sponsors  tnusl 
he  viewed.  Some  have  failed  miserably  and  have  been  replaced;  others 
have  produced  a  high  degree  of  coordination  among  their  cooperath 
service  deliverers,  have  kepi  costs  aligned  with  products  ii  \  and  have 
met  their  goals.  If  there  is  any  consistent  lesson  emerging  from  the 
prime  sponsor  experience  to  date,  however,  it  lies  in  the  hard,  clear 
evidence  that  the  area  planner/manager  is  the  pivot  on  which  an  area's 
comprehensive  manpower  program  swings;  the  consisteni  element  on 
which  success  or  failure  depends. 

At  our  present  stage  of  thinking  about  OFP  delivery  systems  we 
are  considering  that  within  an  OFP  administrative  are;-  i  which  may 
be  as  small  as  part  of  a  major  city  or  as  large  as  a  sparsely  populated 
state,  depending  upon  the  geographic  mandates)  this  critical  plan- 
ning/management function  will,  whenever  feasible,  he  performed  by 
Federal  employees.  Below  the  area  level,  however,  it  is  entirely  possi- 
ble that  it  may  become  necessary  to  enter  into  prime  sponsor-type 
relationships  with  agencies,  groups  or  units  of  government  to  do  the 
management/coordination  task  for  a  geographic  subunit  of  the  area 
or  to  manage  an  area- wide  aggregation  of  services.  Here  again,  the 
unique  circumstance  of  the  individual  area  will  dictate  the  pattern  of 
prime  sponsor  use.  The  capability  of  the  proposed  prime  sponsor  will 
determine  their  selection. 

3.  Appropriate  Prime  Sponsors :  Insofar  as  our  capacity  to  predict 
who  these  prime  sponsors  may  be  is  concerned,  we  can  only  fall  hack 
on  experience.  To  date  comprehensive  manpower  program  prime 
sponsors  have  included : x 

Units  of  government. 

CAA's :  The  variety  of  administrative  variants  here  is  large : 
CAA-type    prime    sponsors    have    included    private,    non-profit 
CAA's,  CAA's  run  by  mayors,  Coalitions  of  county  CAA's  (in 
multi-county  rural  areas)  and  separate  corporations  whose  direc- 
tors are  CAA  staff  members  from  a  number  of  CAAs. 
CDAs  (The  Mayor's  Model  City  Agency) . 
State  ES  agencies  (in  both  WIN"  and  CEP). 
Private,  for  profit  organization  (in  Job  Corps) . 
Clearly,  any  of  these  agencies  or  groups  could  serve  as  prime  spon- 
sors, along  with  a  host  of  other,  equally  capable  public  and  private 
groups.  Again,  the  peculiar  circumstances  of  the  area  involved  will 
dictate:  the  area  manager  will,  working  within  broad  administrative 
guidelines,  choose  the  particular  management  configuration  required 
where  the  prime  sponsor  approach  is  to  be  used.  In  the  development 
of  the  OFP  delivery  system  new  sources  of  prime  sponsors,  e.g.  private 
nonprofit  or  combinations  of  the  above  sponsors  may  be  developed. 

Question  9(b)  :  How  will  the  administration,  sponsorship,  etc.,  of  the 
manpower  programs  under  OFF  be  related  to  the  administration  etc 
of  existing  manpower  programs?  (MDTA,  CEP,  NYC.  etc.) 

Response : 

This  question  opens  one  of  the  most  difficult  and  complex  adminis- 
trative issues  facing  the  Department's  program  planners,  one  made 

1  Please  note  that  we  are  drawing  larsrelv  from  the  CEP.  WIN  and  Job  Corps  experience. 
Other  manpower  operations  such  as  those  found   in  MDTA.  Operation    M  am,  New 

Careers,  NYC,  the  JOBS  program,  etc.,  are  more  restricted  in  scope  and  limited  In  nature. 
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infinitely  more  difficult  by  the  uncertain  status  of  the  proposed  special 
manpower  revenue-sharing  legislation.  Some  methods  and  necessities 
are  however,  emerging  as  we  wrestle  with  the  issue.  One  approach 
would  be  to  establish  a  system  that  ensures  that  some  appropriate  por- 
tion of  the  non-OFP  funded  DOL  manpower  effort  is  made  available 

for  OFP  recipients.  , ,  n  .,  .,.,.      .   , 

In  addition,  we  are  examining  the  problems  and  possibilities  inher- 
ent in  coordinated  staff  planning  at  the  delivery  level  which  would— 
develop  a  uniform  assessment  of  manpower  needs  and  resources ; 
obtain  uniform  understanding  and  agreement  on  the  enrollee 
priorities  to  be  applied  by  each  of  the  varioiisly-funded  and  statu- 
torily-authorked  programs  assigned  to  the  Department  and  affili- 
ates and  active  in  the  area  (funded  under  such  disparate  statutes 
as  the  MDTA,  the  EOA,  the  EEA,  the  Wagner-Peyser  Act  and, 

II  Ix    1) 

obtain  agreement  on  the  manpower  services  needed  by  the  vari- 
ous DOL  program  enrollees  and  on  the  agencies  or  groups  to  be 
used  to  deliver  such  services.  '''.'  , 

\11  of  this  would  provide  a  common  basis  for  each  manpower  pro* 
oram  manager  to  plan  and  operate  service  delivery  functions— through 
their  own  efforts  or  those  of  contractors— to  accomplish  their  plans 
with  a  minimum  of  duplication  and  understanding  of  the  necessary 
interrelationships.  This  coordination  requires  a  very  high  level  of  man- 
agement effort.  7  .  _  - 

Question  9(c)  :  Provide  us  with  a  listing  over  the  past  5  years  of 
sponsorship  of  programs  authorized  by  the  EOA,  showing  specifically 
those  which  have  deen  transferred  from  CAA's  to  mayors  and  indicat- 
ing the  reasons  therefor. 

Response: 

(Note:— A  170-page  list  of  sponsors  of  EOA  programs  was  submitted  for  the 
Committee  files.)  


CEP 


Original  sponsor 


Current  sponsor 


Reason  for  change 


Region  II:  Buffalo. Community  Action 

Organization  (CAA). 

Region  III:  Philadelphia.  Philadelphia  Employ- 
ment Development 
Corp.  (CAA  multi- 
agency  sponsorship). 


City  of  Buffalo 

City  of  Philadelphia. 


Region  IV:  North 
Carolina,  rural. 


SEACAP  (coalition  of 
county  CAP'S). 


Miami  Economic  Opportunity 

Program,  Inc.  of  Dade 
County  (CAA). 

Region  V:  Northern  NORCAP  (coalition  of 

Michigan.  county  CAP's). 

Minneapolis  ...  Mobilization  of  Economic 

Resources,  Inc.  (CAA). 

Columbus Columbus  Metropolitan 

Area  Community 
Action  Organization 
(CAA). 

Region  VI:  Houston Harris  County  Com- 
munity Action  Asso- 
ciation (CAA). 

Region  IX:  Oakland Oakland  Economic  De- 
velopment Council, 
Inc.  (CAA). 


Manpower  Development 
Corp.  (private  non- 
profit organization 
which  is  offshoot  of 
the  North  Carolina 
Fund). 

Metropolitan  Dade 
County  Government 
(county  government). 

Michigan  Employment 
Security  Commission. 

City  of  Minneapolis 


City  of  Columbus. 


Harris  County  Com- 
missioner's Court. 

City  of  Oakland 


Failure  to  operate  within  Federal  guide- 
lines (MAO  14-69)  and  poor  per- 
formance. 

Multiagency  sponsorship  not  satis- 
factory due  to  difficulty  in  defining 
responsibility  and  fragmented 
authority  plus  excessive  subcon- 
tracting to  member  agencies  of  the 
sponsoring  agency  resulting  in 
financial  unaccountability. 

Poor  program  performance  and 
management  resulting  in  lack  of 
support  from  the  business 
community. 


Disagreements  and  conflict  between 
the  administrative  staff  and  con- 
sistently poor  performance. 

Inefficiency  in  program  administration 
and  consistently  poor  performance. 

Failure  to  follow  guidelines  and 
instructions  as  well  as  provide 
needed  information  to  the  regional 
office.  Incompetent  program 
administration. 

Consistently  poor  performance  and 
fiscal  irregularities. 

Poor  program  management,  fiscal 

mismanagement,  and  failure  to 

meet  goals. 
Failure  to  operate  within  Federal 

guidelines  (MAO  14-69)  and  poor 

performance. 
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Question  9(d)  How  will  the  OFF  Manpower  Program  n  laU  !>>  the 
GAMPS  structure? 

Response : 

In  developing  a  model  of  OFP  program  management,  the  Depart- 
ment will  wish  to  assure  close  interrelationships  with  the  ( Jooperative 
Area  Manpower  Planning  System  (<3AMPS),,  particularly  in  Light  of 
the  recent  revisions  to  that  system.  CAMPS  is  a  fundamental  tool  for 
coordinating  the  delivery  of  manpower  services  in  particular  areas,  E<  >r 
avoiding  duplication  of  services,  and  generally  for  exchanging  infor- 
mation on  the  plans  of  various  agencies.  As  a  major  addition  to  the 
array  of  available  manpower  program  services,  OFP  must  be  related 
to  the  coordinative  process  of  CAMPS.  A  precise  description  of 
CAMPS-OFP  relationships,  however,  must  await  further  study  of 
and  decisions  on  the  following  areas  of  concern  : 

1.  Criteria  for  the  designation  of  OFP  areas. 

2.  Design  and  structure  of  OFF  delivery  system. 

3.  Definition  of  the  functions  of  the  OFF  advisory  committees. 
Despite  these  unresolved  questions,  there  is  a  clear  potent  ial  for  sub- 
stantial tie-ins  between  OFP  and  CAMPS  Administrative  and  pro- 
gram efficiency  require  that,  where  possible,  OFP  and  CAMPS  pan- 
ning areas  be  compatible.  Further,  the  recent  revisions  to  CAMPS, 
which  prescribe  a  new,  broadly  representative  membership  model  with 
delegates  from  manpower  agencies,  client  groups  and  the  general  pub- 
lic, including  business  and  labor,  and  which  assign  CAMPS  councils  a 
new  program  evaluation  role,  closely  resemble  the  OFP  committee 
standards  set  forth  in  Title  XXI,  Part  I),  Section  2178. 

Question  10a.  What  evidence  do  you  have  that  training  increases 
employ  ability? 

Response : 

There  have  now  been  a  considerable  number  of  formal  cost-benefit 
evaluations  of  the  various  manpower  training  programs  that  go  to  the 
question  of  whether  employ  ability— in  terms  of  actual  success  m  the 
job  market— was  greater  for  those  trained  than  those  not  trained.  All 
of  the  studies  that  we  are  aware  of  showed  positive  benefits.  This  means 
that  those  trained  did  better  than  those  not  trained,  and  that  the  bene- 
fits resulting  from  increased  earnings  were  greater  than  the  cost  of 
training.  The  attached  tables  list  the  studies  that  are  evidence  that 
i  raining  increases  employability  : 

Program  Date  of  study 


Authors 


Systems  Development  Corp J0B| iq70 

U.S.  Senate - mRS '""  1970 

HSffisc"tes" " ;:;;;;;  K-insmutionai:::::::::::::  iw> 

Department  of " Health."  Education,   and   Welfare  (Education   and    MDTA— Institutional  and  OJT 19/u 

Training  Doorway  to  the  Seventies).  |gg7 

Muir.etal.  (Planning  Research  Corp.) - - MnT  A-VnstiYutionaT " '  1970 

Smith  (Dissertation) MDIA     institutional ^ 

S^sdcrfT'  °P^  ^^  Cente° ""IIIlI^lteYetstitutional  training::::::::  1968 

sySernl fe-p^iitcVrv:.:::::::::::::::::::: - concentrated  employment  Pro-  im 

grHm'  1969 

Leasco  Systems  &  Research  Corp - NVigh°bo"rhood"youih  corp"(out  of  "  1970 

BORIS sch00|)_ 

Wa!tman&  Walton.... - V^r^ " " 

Cain - Job  Corps 

Louis  Harris  &  Associates Jj°-- - 

Job  Corp— research  and  evaluation - °° 

Waltman  &  Waltman - ---ao 


1969 
1967 
1969 
1966 
1969 
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If  more  details  are  desired  about  the  findings  of  these  studies,  the 
Department  of  Labor  will  be  glad  to  supply  it. 

The  second  part  of  the  question  is  "doesn't  employability  depend 
on  the  job  market?"  The  answer  is  that  it  depends  on  the  skills  and 
education  in  relation  to  the  job  market — what  employers  are  actually 
asking  for  in  the  market.  That  is  why  the  test  of  a  training  program 
should  be  the  results  obtained  through  actual  hiring  and  increased 
earnings,  rather  than  simply  numbers  trained.  The  studies  listed  above 
are  in  terms  of  results  achieved  in  the  job  market. 

Question  10(a)  (cont.)  :  Give  placement  results  of  DOL  Training 
programs  for  the  past  5  years  indicating  salary  levels. 

Response : 

Attached  is  a  Table  showing  Placement  Results  of  major  Manpower 
Training  Programs,  FY's  1967-1971. 

PLACEMENT  RESULTS  OF  MAJOR  MANPOWER  TRAINING  PROGRAMS  ADMINISTERED 
BY  THE  DEPARTMENT  OF  LABOR,  FISCAL  YEAR'S  1957-71 
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1970 


1969 


MDTA: 

Institutional: 

Completions 85,500  85,000 

Placements 62,650  62,000 

Percent  placed 70.0  72.9 

Average  hourly  wage.. (2)  $2.12 

Completions 50,000  62,000 

Placements 43,000  53.300 

Percent  placed 86.0  86.0 

Average  hourly  wage (-')  (!) 

Job  Corps: 

Available  for  placement 28,376  37,993 

Placements 21,538  30.788 

Percent  placed 75.9  81.0 

Average  hourly  wage $1.87  $1.84 

JOBS: 

Completions.. 45.500  s  2,  256 

Placements 45,500  =2,256 

Average  hourly  wage (2)  $2.51 

CEP: 

Completions 30,000  43,394 

Placements 30.000  43,394 

Average  hourly  wage $2.18  $2.04 

WIN: 

Completions _  20,000  13,733 

Placements 20,000  13.733 

Average  hourly  wage $2.28  $2.31 


1968 


1S67 


95,000  91,000     109,000 

71, 000  64, 500     80. 000 

74.7  70.9       73.4 

$2.12  $2.04      $2.04 

65,000  73,200      83,600 

53,000  63,000      73,700 

81.5  86.1       88.2 

(-)  $2. 29      $2. 29 

55,073  58,599     22,956 

42,368  31.904      15,208 

76.9  54.0       45.5 

$1.72  $1.59              $1.56 

(?)  

(2) 

(?)  

Q)  V-)  

(-)  H    

(-)  (-) 

1,550  

1,550  

(?) 


1  Enrollment  and  placement  data  for  1971  is  preliminary. 

-  INA. 

s  Data  available  only  since  February  1970. 


TECHNICAL  NOTES 

Completions 

The  various  programs,  depending  on  their  nature  and  objectives. 
have  differing  concepts  of  completion.  Some  are  training  programs 
such  as  MDTA  Institutional  and  OJT,  and  have  a  start  and  finish 
date  of  varying  length  and  a  training  oh)-,  ctive.  Other  programs  such 
as  TVTjN"  and  CEP  have  an  employment  objective.  These  latter  pro- 
grams see  that  all  appropriate  services  both  training  related  and 
non-training  related  are  provided  so  as  to  provide  the  expeditious 
placement  of  the  enroll ee  in  employment  without  regard  to  a  specific 
enrollment  period;  thus  in  WIN  and  CEP,  completions  and  place- 
ments are  based  on  eiiLployability  plan  completed  only.  In  Job  Corps, 
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the  concept  of  "available  for  placement"  is  used,  excluding  those  com- 
pleters who  are  not  available  for  such  reasons  as  family  responsibili- 
ties (in  the  case  of  female  enrollees  only),  illness  or  confinement. 

Placements  and  Wage  Data 

For  purposes  of  the  table,  placement  is  defined  as  a  person  placed 
in  employment  except  for  Job  Corps  which  includes  in  placement: 
employment,  entering  full-time  school,  or  joining  the  Armed  Forces. 
The  hourly  wages  shown  are  entry  wages  paid  to  the  person  placed 
when  he  enters  employment,  immediately  upon  completion  of 
training,  except  for  MDTA,  for  which  program  wage  data  is  obtained 
from  a  follow-up  form  received  3  or  6  months  after  completion  of 
training. 

Question  10(a)    (Cont.)  What  has  been  your  experience  in  terms 

of  'ultimate  job  placements  under  on-the-job   training  programs  as 
compared  with  institutional  training?  (WIN) 

Response : 

For  a  number  of  reasons  on-the-job  training  did  not  become  a  sig- 
nificant part  of  the  WIN  program  until  F.Y.  1971.  Simplification 
of  procedures  has  stimulated  enrollment  in  on-the-job  training  and 
enabled  a  considerable  number  of  individuals  to  move  into  this  com- 
ponent in  recent  months.  Our  experiences  have  been  good  and  arc 
continuing  to  improve  in  this  area.  "We  expect  to  rely  heavily  upon 
on-the-job  training  as  a  component  in  the  new  program  which  is 
presentlv  beinc;  considered  by  the  Congress. 

In  FY  1971,  of  the  7.209  WIN  enrollees  who  participated  in  OJT 
training  (including  NAB-JOBS),  27  percent  were  placed  in  perma- 
nent jobs,  34  percent  were  still  in  training,  G  percent  terminated  from 
the  program  and  the  balance  had  transferred  to  another  component 
or  status,  still  within  the  WIN  program. 

In  contrast,  of  the  65,049  participants  in  institutional  training,  8 
pen-cent  were  placed  in  jobs,  36  percent  were  still  in  training,  9  per- 
cent had  dropped  out,  and  the  balance — 46  percent — were  in  other 
WIN  components. 

It  should  be  noted  that  WIN  is  a  comprehensive  program  without  a 
specific  enrollment  period  and  enrollees  may  be  cycled  through  vari- 
ous components  as  needed,  in  accordance  with  their  employability 
plan.  For  example,  they  may  go  from  OJT  to  a  work  experience  com- 
ponent, or  to  another  OJT  component  that  may  be  more  appropri- 
ate; thev  may  go  from  institutional  to  OJT.  or  work  experience,  or  to 
NAB-JOBS'. 

Question  10b  :  What  percent  and  at  what  levels  (by  training  slots  or 
funding)  of  the  t  raining  under  OFF  will  be  OJT? 

Response: 

We  are  still  in  the  planning  stages  concerning  types  of  training  to 
be  offered  under  OFF.  and  we  have  therefore  not  yet  designated  spe- 
cific levels  of  activity  for  the  various  training  influencing  our  choices 
for  training  which  will  lead  to  a  strong  emphasis  on  the  OJT  compo- 
nent. Some  of  these  factors  are : 

1.  An  OJT  slot  brings  the  trainee  much  closer  to  i  he  experience 
of  an  actual  job  situation  than  classroom  training: 
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2.  A  new  OJT  system  currently  under  development  would  en- 
courage employers  to  participate  by  significantly  simplifying  and 
streamlining  procedures  in  this  type  of  program ; 

3.  The  expected  upswing  in  the  economy  will  provide  many 
more  opportuntiies  for  OJT  than  have  been  available  in  the  re- 
cent past. 

As  a  result  of  such  considerations,  we  now  anticipate  an  extensive 
OJT  component  under  OFF  in  which  more  OJT  training  opportuni- 
ties than  institutional  opportunities  would  be  provided.  At  any  mo- 
ment of  time,  of  course,  the  exact  proportion  in  OJT  will  depend  upon 
the  state  of  the  economy  and  the  entry-level  training  opportunities 
available  in  the  job  market. 

Question  10(c) :  Provide  us  with  a  1 'sting  of  major  private  firm  par- 
ticipants (including  non-profit  corporations)  in  training  to  date,  indi- 
cating amount  of  contract,  kind  of  training,  job  placement  and  career 
advancement  results  (for  MDTA,  JOBS,  and  CEP).  Indicate  which 
of  these  firms  are  minority  concerns,  also  provide  a  list  of  minority 
firms  lohich  have  applied  for  and  been  denied  such  contracts. 

Response : 

(Note:  The  Labor  Department  submitted  for  the  Committee  files  a 
1,216-page  list  of  sponsors  of  JOBS  contracts.) 

Question  10(c):  Role  of  Private  Firm  Participants  in  CEP 
Training. 

Response : 

Two  CEPs,  North  Carolina  Rural  and  Rochester,  are  sponsored  by 
non-profit  corporations.  The  former  program  is  sponsored  by  Man- 
power Development  Corporation,  with  a  contract  for  $1.3  million. 
Rochester  Jobs,  Inc.  holds  the  $1.7  million  contract  in  New  York.  As 
prime  sponsors,  these  organizations  are  responsible  for  the  total  ad- 
ministration and  operation  of  their  programs.  While  neither  may 
be  classified  as  a  "minority  concern,"  both  are  well  integrated  in  their 
administration  and  operation. 

In  addition,  the  82  CEPs  have  numerous  subcontracts  with  public 
and  private,  profit  and  non-profit,  corporations.  Two  corporations 
which  frequently  have  CEP  subcontracts  are  the  Urban  League  and 
the  Opportunity  Industrialization  Center  (OIC),  both  minority  man- 
aged. Generally  these  subcontracts  are  for  orientation,  basic  educa- 
tion, and  some  training.  Spanish  speaking  organizations  hold 
subcontracts  in  areas  with  concentrations  of  Puerto  Rican  or  Mexican- 
American  persons.  CEPs  may  also  subcontract  with  private  companies 
and  schools  to  provide  specific  types  of  training.  In  addition,  of  course, 
CEPs  may  refer  their  enrollees  to  NAB-Jobs  contractors. 

Specific  count  is  not  kept  of  the  proportion  of  CEP  contracting 
which  goes  to  what  might  be  called  "minority  firms."  It  should  be 
noted,  however,  that  the  nature  of  CEP  sponsorship  generally  builds 
on  full  community  participation. 

Attached  is  a  list  of  CAA's  which  are  CEP  prime  contractors. 

Obligation  figures,  as  well  as  goals  for  training,  job  experience,  and 
placements  (job  entry)  are  for  Program  Year  1971.  In  each  case, 
therefore,  the  data  cover  the  12-month  measurement  period  now  m 
operation. 
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CEPs  sponsored  by  Community  Action  Agencies  (CAAs)  are  gov- 
erned by  CAA  Boards  set  up  according  to  GEO  guidelines.  Adequate 
minority  representation  is  therefore,  assured. 

The  two  CEPs,  North  Carolina  (E)  and  Rochester,  sponsored  by 
private  non-profit  corporations  cannot  be  called  "minority  firms". 
They  are,  however,  well-integrated  in  both  administration  and 
operation. 

Albuquerque  CEP 

Albuquerque-Bernalillo  County  Economic  Opportunities  Board : 

Training :  687 ;  Job  Experience,  544. 

Job  Entry :  332. 

Obligation :  $1,911,953. 

Arizona  (B)  CEP 

Office  of  Navajo  Economic  Opportunity : 

Training :  628 ;  Job  Experience,  42. 

Job  Entry :  451. 

Obligation :  $1,420,000. 

Atlanta 

Economic  Opportunity  of  Atlanta,  Inc. 

Training :  382 ;  Job  Expirence,  232. 

Job  Entry :  556. 

Obligation :  $1,517,000. 

Baltimore 

City  Council  Community  Action  Agency 

Training :  997 ;  Job  Experience,  784. 

Job  Entry :  1397. 

Obligation :  $3,800,000. 

Birmingham 

Jefferson  County  Committee  for  Economic  Opportunity  : 

Training :  335 ;  Job  Experience,  60. 

Job  Entry :  304. 

Obligation :  $1,238,000. 

Bo-ion 

Action  for  Boston  Community  Development,  Inc. : 

Training :  2400 ;  Job  Experience,  880 ;  Suspension  700. 

Job  Entry :  2330. 

Obligation :  $5,737,064. 

Bridgeport 

Action  for  Bridgeport  Community  Development,  Inc. : 

Training :  525 ;  Job  Experience  90 ;  Suspensions,  186. 

Job  Entry :  540. 

Obligation:  $1,962,595. 

Charlotte 

Charlotte  Area  Fund,  Inc. 

Training :  274 ;  Job  Experience,  157. 

Job  Entry :  536. 

Obligation :  $1,550,000. 
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Chicago 

Chicago  Committee  on  Urban  Opportunity : 

Training :  259 ;  Job  Experience,  563. 

Job  Entry :  651. 

( '/acinnati 

Community  Action  Commission  of  Cincinnati  Area 

Training :  381 ;  Job  Experience,  138. 

Job  Entry :  470. 

Obligation :  $1,790,769. 

Detroit 

Mayor's  Committee  for  Human  Kesources  Development : 

Training :  800 ;  Job  Experience,  570. 

Job  Entry :  2,400. 

Obligation :  $4,000,000. 

Fresno 

Fresno  County  Economic  Opportunities  Commission: 

Training :  699 ;  Job  Experience,  238. 

Job  Entry :  447. 

Obligation :  $2,076,777. 

Gainesville 

Gainesville-Hall  County  Economic  Opportunity  Organization: 

Training :  234 ;  Job  Experience,  50. 

Job  Entry :  333. 

Obligation:  $7,000,000. 

Hartford 

Community  Renewal  Team  of  Greater  Hartford,  Inc. : 

Training :  908 ;  Job  Experience,  223 ;  Suspensions,  300. 

Job  Entry :  406. 

Obligation :  $1,952,787. 

Hobohen 

Hoboken    Organization    Against    Poverty    and    Economic    Stress: 

Training :  235 ;  Job  Experience,  250. 

Job  Entry :  550. 

Obligation :  $696,408. 

Honolulu 

Honolulu  Council  of  Social  Agencies : 

Training :  353 ;  Job  Experience,  301. 

Job  Entry:  502. 

Obligation :  $1,713,000. 

Huntsville 

I  [untsville-Madison  Company ;  C.A.C.  Inc. : 

Training :  286 ;  Job  Experience,  0. 

Job  Entry :  516. 

Obligation :  $977,657. 
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Jacksonville 

Greater  Jacksonville  Economic  Opportunity,  Inc. : 
Training :  291 ;  Job  Experience,  60. 
Job  Entrv :  291. 
Obligation :  $900,000. 

Kansas  City 

Human  Resources  Corporation : 

Training :  107 ;  Job  Experience,  650. 

Job  Entry :  366. 

Obligation :  $1,675,190. 

Kentucky  (E) 

Eastern  Kentucky  CEP,  Inc. : 

Training :  761 :  Job  Experience,  295. 

Job  Entrv :  1.202. 

Obligation :  $3,000,000. 

Las  Vegas 

Economic  Opportunity  Board  of  Clark  County,  Nevada : 
Training :  248 ;  Job  Experience,  254. 
Job  Entry :  275. 
Obligation :  $1,370,000. 

Los  Angeles 

Economic  &  Youth  Opportunities  Agency  of  Greater  Los  Angeles 
Training :  353 ;  Job  Experience,  1585. 
Job  Entry :  1266. 
Obligation :  $5,304,558. 

Loivett 

Community  Teamwork,  Inc. : 

Training :  405 ;  Job  Experience,  140 ;  Suspensions,  150. 

Job  Entry :  400. 

Obligation:  $1,298,127. 

Milwaukee 

Community  Relations  Social  Development  in  Milwaukee  : 
Training :  623 ;  Job  Experience,  100. 
Job  Entry :  1166. 
Obligation :  $2,210,000. 

Manchester 

The  Manchester  Community  Action  Program : 

Training :  423 ;  Job  Experience,  415 ;  Suspensions,  5. 

Job  Entry :  300. 

Obligation :  $1,387,979. 

Missouri  (R) 

Ozarks  Area  Community  Action  Corporation : 

Training :  844 ;  Job  Experience.  305. 

Job  Entry :  630. 

Obligation:  $1,900,000. 


65-745 — 71 47 
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Minnesota  (R) 

Rural  Minnesota-CEP,  Inc. : 

Training :  879 ;  Job  Experience,  590. 

Job  Entry :  623. 

Oblogation :  $1,852,158. 

Montana  (R) 

Butte-Silver  Bow  Anti-poverty  Council : 
Training :  510 ;  Job  Experience,  300. 
Job  Entry :  189. 
Obligation :  $1,402,612. 

New  Bedford 

Onboard,  Inc. : 

Training :  635 ;  Job  Experience,  154 ;  Suspensions,  70. 
Job  Entry :  285. 
Obligation:  $1,600,000. 

New  Orleans 

Total  Community  Action,  Inc. : 

Training :  1,053 ;  Job  Experience,  314. 

Job  Entry :  520. 

Obligation :  $1,829,586. 

Newark 

United  Community  Corporation : 

Training :  380 ;  Job  Experience.  233. 

Job  Entry :  1250 : 

Obligation:  $2,452,312. 

Norfolk 

Southeastern  Tidewater  Opportunity  Project,  Inc : 
Training :  530 ;  Job  Experience,  366. 
Job  Entry :  700. 
Obligation :  $2,057,900. 

North  Carolina  (R) 

North  Carolina  Manpower  Development  Corporation,  Inc 

Training :  241 ;  Job  Experience,  40. 

Job  Entry :  372. 

Obligation :  $1,321,224. 

New  Mexico  (R) 

Xorth  Central  New  Mexico  CEP  Association : 
Training :  426 ;  Job  Experience,  477. 
Job  Entry :  454. 
Obligation :  $1,524,000. 

Pittsburgh 

Community  Action  Pittsburgh,  Inc. : 

Training :  1490 ;  Job  Experience,  643. 
Job  Entry:  1166. 
Obligation :  $3,793,462. 
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Portland,  Me. 
PINE  CAP: 

Training :  1161 ;  Job  Experience,  250 :  Suspensions,  735. 

Job  Entry :  535. 

Obligation :  $2,237,305. 

Portland,  Ore. 

Portland  Metropolitan  Steering  Committee  EDA,  Inc. : 
Training :  345 ;  Job  Experience,  307. 
Job  Entry :  322. 
Obligation :  $1,828,752. 

Providence 

Progress  for  Providence,  Inc. : 

Training :  325 ;  Job  Experience,  335 ;  Suspensions,  315. 

Job  Entry :  360. 

Obligation :  $1,387,979. 

Rochester 
Eochester  Jobs,  Inc. : 

Training :  264 :  Job  Experience,  172. 

Job  Entry :  550. 

Obligations :  $1,753,000. 

St.  Louis 

The  Human  Development  Corporation  of  Metropolitan  St.  Louis 
Training :  269 ;  Job  Experience,  692. 
Job  Entry :  750. 
Obligation :  $2,168,003. 

San  Francisco 

Economic  Opportunity  Council : 

Training :  206 ;  Job  Experience,  767. 

Job  Entry :  936. 

Obligation :  $4,264,094. 
San  Antonio 
Economic  Opportunity  Development : 

Training :  3131 ;  Job  Experience,  265. 

Job  Entry :  1118. 

Obligation :  $3,405,700. 
Seattle 

Seattle-King  County  Economic  Opportunity  Board,  Inc  ■ 

I  raining :  614 ;  Job  Experience,  137. 

Job  Entry :  773. 

Obligation :  $1,941,000. 
Spring-field 
Springfield  Action  Commission.  Inc. : 

Training :  503 ;  Job  Experience,  110. 

Job  Entry :  400. 

Obligation :  $1,942,788. 
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Tampa 

Community  Action  Agency  of  Hillsborough  County  : 

Training :  1073 ;  job  Experience,  150. 

Job  Entry :  900 

Obligation :  $2,400,000. 

Tennessee  (E) 

LB  J  +  C  Development  Corporation : 

Training :  649 ;  Job  Experience,  163. 

Job  Entry :  306. 

Obligation :  $1,300,000. 

Texarhana 

Texarkana  Manpower  and  Development  Corp. : 

Training :  450 ;  Job  Experience,  226. 

Job  Entry :  400. 

Obligation :  $1,538,300. 

Toledo 

Economic  Opportunity  Planning  Association  of  Greater  Toledo,  Inc. 
Training :  786 ;  Job  Experience,  284. 
Job  Entry :  870 
Obligation :  $1,318,830. 

Trenton 

United  Progress,  Inc. : 

Training :  230 ;  Job  Experience,  225. 
Job  Entry :  700. 
Obligation :  $2,282,001. 

Tulsa 

Tulsa  Economic  Opportunities  Task  Force,  Inc. : 
Training :  715 ;  Job  Experience,  189. 
Job  Entry :  624. 
Obligation :  $1,700,000. 

Washington 

United  Planning  Organization : 

Training :  2000 ;  Job  Experience,  203. 
Job  Entry :  2500. 
Obligation :  $5,672,314. 

Wilkes-Barre 

Commission  on  Economic  Opportunity : 

Training :  285 ;  Job  Experience,  930. 

Job  Entry :  550. 

Obligation :  $1,800,000. 

Win  s  ton- Salem 

Experiment  in  Self -Reliance,  Inc. 

Training :  287 ;  Job  Experience,  250. 

Job  Entry :  469. 

Obligation :  $1,440,000. 
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Wisconsin  (E) 

Northwest  Wisconsin  Community  Action  Agency : 

Training :  183 ;  Job  Experience,  600. 

Job  Entry :  589. 

Obligation :  $1,500,000. 
Since  CAA's  represent  the  poor  of  a  community,  it  can  be  said  that 
all  CAAs  are  minority  concerns. 

MDTA  INSTITUTIONAL 


Amount  of 

In 

Region  and  State 

Contractor 

contract 

Completers 

training 

Occupational  title/courses 

I 

III 

None                                 

VI: 

Southwest  Technical 

$101,890 

18 

Sewage  plant  operation. 

Institute. 

East  New  Mexico 

113,325 

26 

Electronics  mechanic. 

University. 
Jobs  for  Progress  (SER) 

242, 784 

1 

44 

Orientation,  basic 
education. 

do _._ 

242, 784 

15 

24 

Clerical  cluster. 

Texas 

Texas  State  Technical 
School  (not  a  State 
school). 

Texas  State  Technical 

286, 000 

4 

90 

Multi-occupation  basic, 
education. 

143,  000 

40 

Multi-occupation. 

School. 

VII        

IX: 

Arizona 

Operation  SER,  Jobs  for 
Progress. 

241,000 

264 

32 

Orientation,  basic 
education  english  as 
second  language. 

California 

...  Chinese  Community  Center. 

106,000 

20 

18 

Health  aides. 

San  Hindalgo  Insitute, 

561,  000 

0 

106 

Clerk-typist  bilingual, 

California. 

groundsman,  cooks, 
custodian. 

Operation  SER,  California... 

176,000 

(') 

Prevocational  orientation. 

do 

174, 000 

0) 

Do. 

do__ 

171,000 

(') 

Do. 

do._._ 

196,  000 

(') 

Do. 

do 

172,000 

(') 

Do. 

Information  not  available. 


MANPOWER  DEVELOPMENT  AND  TRAINING  ACT  INSTITUTIONS 


Region  and  state,  contractor  Amount  of 

name,  and  contract  number  contract 


Cumulative 

enrollment    Completers    Occupational  title 


II 

New  York: 

Training  Resources  for  Youth,  Inc., 

No.  NY  (B)  0010. 
Adelphi   Business  School,  No.   NY 

(R)  1014. 
RCA    Institutes,   Inc.,   No.   NY  (R) 

1019. 
Apex  Technical  School,  No.  NY  (R) 

1021. 
NET    Div.    of    Educ.    Broadcasting 

Corp.,  No.  NY  (R)  1023. 
Group  Relations  Ongoing  Workshop, 
No.  NY  (R)  1030. 
New  Jersey:  RCA  Technical   Inst.,  No. 
NJ  (R)  1014. 

IV 

Alabama:   Alabama  School  of  Trades, 

Gadsden,  Ala.,  No.  Ala.  (M)  1005-00. 

Florida: 

Santa  Fe  Junior  College,  Gainesville, 

Fla.,  1005. 
Pensacola   Junior  College,    Pensa- 
cola,  Fla.,  No.  Fla.  (M)  1006-00. 

Brevard  Community  College,  Cocoa, 
Fla.,  No.  Fla.  (M)  1020-005. 


$1,202,272  889                122  Meat  cutter. 

123,332  45 Clerk  typist. 

301,928  50 TV  service  repairman. 

209,160  52  Refrigerator  mechanic. 

104,355 TV  and  film  making. 

134,840  20  Group  worker. 

110,455  24  Computer  mechanic. 

322,119  141  2    Clerk  steno,  auto  mech.,  auto 

body  repair,  production  mach., 
welder  comb.,  clerk  typist. 

247, 188  131  9    Pre-voc,  auto  mech.,  gen.  office 

clerk,  gas  eng.  rpr.,  nurse  aide. 

178,453  92  1    Steno  type  and  rel.,  auto  mech. 

and  rel.,  lineman  pre-appren., 
maintenance  man,  multi-occ. 

150,000  90 Environ,  sys.mngt,  environ,  eng. 
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MANPOWER  DEVELOPMENT  AND  TRAINING  ACT  INSTITUTIONS— Continued 


Region  and  state,  contractor 
name,  and  contract  number 


Amount  of        Cumulative 
contract        enrollment    Completers    Occupational  title 


Georgia:  None. 
Kentucky:  None. 
Mississippi: 

Northeast  Miss.  Jr.  Coll.,  Booneville, 

Miss.,  No.  Miss.  (M)  1001-000. 
Miss.  Gulf  Coast  Jr.  Coll.,  Perkins- 
ton,  Miss.,  No.  Miss.  (OM)  1005- 
000. 


Hinds  Jr.  Coll.,  Raymond,  Miss.,  No. 

Miss.  (M)  1006-000. 
Hinds  Jr.  Coll.,  Raymond,  Miss.,  No. 

Miss.  (M)  1007-00. 
Itawaba  Jr.  Coll.,  Fulton,  Miss.  No. 

Miss.  (M)  1009-000. 

North  Carolina:  None. 
South  Carolina:  None. 
Tennessee:  None. 

V 
Illinois: 

Victor  Business  School,  Waukeegan, 

111.  No.  71-0010. 
Waukeegan  Business  College,  Wau- 
keegan, III.  No.  71-0011. 
Marion  Business  College,  Chicago, 

III.  No.  71-0023. 
Bryant  &  Stratton  College,  Chicago, 

I II.  No.  71-0029. 
Greer  Technical  Institute,  Chicago, 

III.  No.  71-0067. 
Gradwobl    School    of    Laboratory 
Technique,  Poplar  Grove,  III.  No. 
70-0095. 
Triton  College,  River  Grove,  III.  No. 
70-0081. 
Indiana:  Allan  Chapel  Terrace  Estates, 

Anderson,  Ind.  No.  71-0200. 
Minnesota:  None. 
Ohio:  None. 
Wisconsin:  None. 

VIII 


252,  403 
591,  500 


125 
220 


44 

57 


162,  340 

77 

28 

238,  831 

94  .... 

127,631 

55 

1 

Prod.  mach.  opr.,  walder  comb., 

woodwork  mach.  op. 
Pre-voc,  prod.  mach.  cluster, 

auto  body  repairman,  diesel 

mechanic,  clerical  cluster, 

structural  work  cluster,  draft 

cluster. 
House  builder,  welder  comb., 

clerk  general  office. 
Motor  vehicle  cluster,  clerical 

cluster,  draftsman. 
LPN,  Elect. appliance 

repairman,  general  office 

clerk. 


INA  14  9    Calculating  machine. 

INA  25  12    Bookkeeper. 

180,952  136  2    Clerical  cluster. 

387,158  146 Do. 

198,397 Pipefitter. 

107,230  25  Med.  lab.  assist. 

113,912  50 Nurse  lie.  practical. 

2,567,924  31  14    Construct  cluster. 


None. 
None. 
DCMA:  None. 


MANPOWER  DEVELOPMENT  TRAINING  ACT-ON  THE  JOB  TRAINING 


1 

Connecticut:  Hosp.  Res.  &  Ed.  Fo 

70-30C5 
Maine:  Me  S.  Fed  Labor  Council  68-3007. 

INA 
560, 437 

II 

New  York: 

Franklin  Co.  EOC  70-3001.. 

103,  546 

Young  Israel  Emp 

332,900 

IV 
Alabama: 

Mob-Ala  Fla  Bct71-0204 

Ala.  Garage  Owners  70-3002 

INA 
132, 529 

Georgia:  Ind.  Garage  Owners  70-3008 

140,  000 

Kentucky:  IGO  Kentucky 

311,205 

Mississippi:  IGO  of  Miss.  Inc.  70-3008... 
North  Carolina:  Off.  eq.  Ser.  Assn.  70- 
3C05. 

V 

108,  300 
139, 764 

Illinois: 

All  Auto  Trades  68-3030 

383,  956 

Afs  Econ  Op.  70-3002.. 

295,946 

Shawnee  Ind.  devel.  3011 

Michigan :  Upper  Peninsula  70-3003 
Minnesota: 

Mesabi  Jobs  70-3003  

122,242 
107,010 

134,000 

Minn  Cac  Job  trn  3004 

Ne  Minn  Cac  Job  3005 

134,000 
165,000 

164 
516 


385 
1,421 


175 
190 

88 

190 
132 
101 


209 
421 
206 
146 

220 
279 
258 


125    Occupational  therapy  aid  surgi 

cal  technician  nurse  aid. 
85    INA. 


208    Multioccupational. 
964  Do. 


20    INA. 
108    Auto  body  repairman,  auto 

mechanic. 
31    Auto  mechanic,  auto  body 

repairman. 
153    Multioccupational. 
20  Do. 

44  Do. 


107 

Do. 

270 

Do. 

138 

Do, 

64 

Do. 

123 

Do. 

122 

Do 

101 

Do, 
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MANPOWER  DEVELOPMENT  AND  TRAINING  ACT  INSTITUTIONS-Continued 


Region  and  state,  contractor  Amount  of 

name,  and  contract  number  contract 


Cumulative 

enrollment    Completers    Occupational  title 


VI 

New  Mexico:  Jobs  for  Progress  69-3004 

Oklahoma:  Congoleum  Indust  70-3006___  130,980 

Texas:  Ind.  Garagemens  Assn.  70-3047..  INA 

VII 
None. 

IX 
California: 

Southern  Alameda  3011 INA 

San  Diego  Auto  Apr.  3014 INA 

Found  Res  &  Comm.  D.  3022 INA 

Richmond  Neighborhood 117,925 

X 
Alaska:  Alaska  Fed  Natre 143,000 

I 
Massachusetts :  Work  Def  Leag  on 

II 

New  Jersey :  United  Prog.  I  nc.  71-0232 

New  York: 

National  Urban  League  69-0011 

National  Urban  League  70-0001 9, 802,  799 

Train  for  Cons.  0  70-0300.. 

Bldg.  Ind.  Min.  Em  70-0307 _ _ 

Workers  Def  League  70-0206 

Ill 
Maryland: 

Bait.  Urban  League  on  70-0308 

National  Com  for  Car  71-0101 

Pennsylvania: 

Dental  Lab  Confe.  70-0102... 

Harrisburg  BCTC  70-0223 

NTULC  Outreach  P  70-0207 

Phil.  Urb.  Coalition  70-0306 _. 

West  Virginia: 

AFL-CIOApp  Con.  69-0030 2,919,854 

AFL-CIO  App  Coun  71-0109. 

Virginia:  N.  Va.  Bid.  V  70-0224... 

IV 

Georgia:  American  Rd.  Build  69-2001 254,586 

Tennessee:  KnoxTenn.  Bldg  Tr.  71-0205 

V 
Illinois: 

OP  Plaster  Cemen.  68-0004 343,817 

OP  &  CMIA  Port  Cem  70-0010 

Cooperative  League  70-0111 

Tn-City  Bldg.  Tr.  71-0202. 

ConstrAct  Comm  71-0300... 

Ind.  Plan  Eq.  Emp.  70-0309 _. 

Northwest  1  BCT 

V 
Michigan: 

Hoover  Ball  Ber.  70-0011. _. 

United  Auto  Aar.  &  Ag.  70-0101 

Int  Union  Uaw  On  70-0217 

Tr.  Union  Lead  on  71-0231 _ 

Ohio:  71-0216 

VI 
New  Mexico: 

Journ.  Ad  Pr.  70-0303 

New  Mexico  BCYC  70-0210... 

Oklahoma:  So.  West  Okl.  BCT  71-0225 


113 

79 

262 

167 

Do 

233 

33 

Do. 

235 

107 

Multi-Occup.,  instrument 
builder,  auto  radiator  man 
and  parts  man  body  rep. 
mec. 

147 

20 

Multioccupational. 

448 

127 

Do. 

137 

50 

Do. 

77 


266 


473 


32 


11 


Do. 


Do. 


Do. 


17,472 

11,070 

Do. 

13, 078 

1,567 

Do 

59 

21 

Do. 

13 

0 

Do. 

9,328 

363 

Do 

87 

0 

Do. 

17 

0 

Do. 

262 

135 

Do. 

92 

4 

Do. 

132 

68 

Do. 

83 

18 

Do. 

4,742 

2,965 

Do, 

1,559 

184 

Do. 

76 

38 

Do, 

717 

220 

Do, 

109 

13 

Do 

2,156 

1,644 

Do. 

1,240 

786 

Do. 

55 

0 

Do. 

136 

0 

Do. 

172 

38 

Do. 

289 

138 

Do. 

341 

0 

Do. 

655 

423 

Do. 

1,887 

677 

Do. 

1,475 

99 

Do. 

492 

25 

Do. 

1,015 

9 

Do. 

35 

3 

Do. 

93 

21 

Do. 

94 

24 

Do. 
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MANPOWER  DEVELOPMENT  AND  TRAINING  ACT  INSTITUTIONS— Continued 


Region  and  state,  contractor 
name,  and  contract  number 


Amount  of        Cumulative 
contract        enrollment    Completers    Occupational  title 


San  Ant  Bid.  Tra.  70-0208 

El  Paso  Bid.  Con.  70-0215 

Nat.  Assn.  Ret.  Child  70-0110 

S.  Texas  BCTC  70-0208. 

Houston  Gulf  Co.  70-0214 

Ft.  Worth  BCTC  70-0219.... 

Dallas  Bldg.  Trad.  70-0220.... 

San  Antonio  BTO  70-0227 

VII 

Iowa:  Des  Moines  BCTC  71-0200 

Kansas: 

BCTC  of  Cen.  Kansas. 

Topeka  Bid  Con.  O  71-0201.. 

VIII 

Utah:  Utah  BOTC  Outr.  71-0220.. 

Wyoming: 

Wyoming  Bid.  Trade  70-0003 

Cen.  Wyoming  BCTC  71-0209.. _ 

IX 
California: 

MexAmer  App.  Fo.  70-0211.. INA 

Bay  Area  Cons.  On  70-0212 INA. 

App.  Opp.  Found  On  70-0217 INA 

X 

Washington: 

Oper.  Eng.  Loc  No.  3  71-0104 

Court  Order  Adv.  71-0303 

Seattle  King  PI.  71-0308 

District  of  Columbia: 

United  Brthrd.  Corp.  68-0068 4, 594, 498 

Nat'l  Ass.  of  Home  Bid.  69-0015 188,656 

ATD  &  PM  Ass.  70-0012 

Inst  Scrap  Iron  70-0100 

Nat  Mach  Tool  Bl  70-0103 

Inst  Assn  of  Keh.  70-0104 

Laborers  Int  Un.  70-0105 

Nat  Joint  Pt.&DEC  70-0106 

Proj.  Build  In  70-0304 

Nat  Iron  Wkrs  T  70-0310 

Green  Thumb  Inc  71-0100 

Int.  Union  Oper.  71-0105 

Un.  Bro.  Corp.  &  Jo.  71-0108 

Int.  Un  El.  Wkrs  71-0112.. 

Christ  Child  Act  71-0230 


136 

22 

Do. 

103 

55 

Do. 

290 

99 

Do. 

274 

33 

Do. 

98 

26 

Do, 

96 

7 

Do. 

135 

22 

Do 

91 

10 

Do 

181 


60 
50 


76 

93 
100 


92 
602 
700 


63 

178 

59 

15,241 

1,277 

1,350 

278 

1,930 

473 

2,231 

1,148 

321 

279 

352 

391 

1,240 

18 

15 


25 


3 
15 


38 

11 
18 


33 
68 
70 


31 
90 
29 

9,713 

916 

495 

111 

1,199 

189 

1,923 

664 

229 

2 

141 

0 

59 

0 

0 


Do. 


Do. 
Do. 


Do. 

Do. 

Do. 


Do. 
Do. 
Do. 


Do. 
Do. 
Do. 

Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 


MINORITY    FIRMS    AWARDED    CONTRACTS 


Region  I 

JOBS: 

(1)  Blackside  Corp. 

(2)  Rocksburg  Business  Develp.  Corp. 

(3)  Springfield  Corporation 

(4)  S.S.  Crayton 

(5)  Stull  Associates 

(6)  Acmat  Corporation 

(7)  Urban  League  of  Hartford 

(8)  N.E.  Merchants  Bank 

( 9 )  Unity  Bank  and  Trust 
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Region  II 

JOBS: 

(1)  Tenco,  Inc. 

(2)  Garvin  Electric 

(3)  Jackie's  Menswear 

(4)  Jessco  Iron  Craftsmen 

(5)  Custom  Alarm  Co. 

(6)  Black  People's  Unity  Movement 

(7)  Newark  Urban  Associates 

MDTA-OJT  National  Contracts 
(1)   National  Urban  League  [2] 

Region  III 

JOBS: 

(1)  King's  Karpet  Klinic 

(2)  Clarence  R.  Queen  Autobodv  Repair 

(3; 
(4; 
(5; 
(e; 

(T 

(s; 

(io: 
(n; 

JOP: 

(1)  Dr.  Ernest  A.  Calvin 

(2)  Associated  Building  Services 

(3)  O.I.C.,  Baltimore,  Md.  (Consortium) 

(4)  J/W  Microelectronics 

NYC  Summer 

(1)  Richmond  O.I.C. 

MDTA-OJT  National  Contracts 

( 1 )  Baltimore  Urban  League 

(2)  Phil.  Urban  Coalition 

Region  IV 

JOBS : 

( 1 )  Jackson,  Patterson  &  Parks 

(2)  Angela's  Consortium 

(3)  Arlic  Auto  Center 

(4)  W.  James  Wilson 

(5)  Johnny  Williams  Masonry 

(6)  Meharry  Medical  College 

(7)  Hardawav  and  McKissach  Training  Program 
JOP: 

(1)  Afro  American  Janitorial  and  Maintenance  Co. 

(2)  Ben  Taylor,  Masonry 

( 3 )  Stobers  Window  Cleaning  and  Janitorial  Service 
Other :  (1)   A.  L.  Nellum  and  Associates 


Johnson  Shoe  &  Luggage 

People's  Neighborhood  Medical  Center 

Walder  Electrical  Contractor 

Wylie  Center  Industries  Corp. 

A.  O.  M.  Company,  Inc. 

M.  D.  Co.,  Inc. 

North  view  Food  Management 

Hester's  Grocery 

Erie  O.I.C.  CAP  Agency 
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Region 
JOBS: 

(i: 

(2; 
(3: 
(4: 

(5 

(s: 

(T 

(8 

(9 

(10 

MDTA 

(1 
(2 

Region 
JOBS : 

(1 

(2 
(3 
(4 
(5 
(6 
(T 
(8 

(9 
(10 

(11 
(12 

(13 
(14 
(15 
(16 
(IT 
(18 
(19 
(20 
(21 
(22 
(23 
(24 
(25 
(26 
(27 
(28 
(29 
(30 
(31 
(32 
(  33 


V 


Akron  Afro- American  Builders,  Inc. 
Community  Products 
Futon  Corp. 
Hay's  Machine  Shop 
LeBon  Homes  Corp. 
Metropolitan  Home  Builders 
OIC,  Illinois 

Bread  Basket  Commercial  Associates,  Inc. 
Bethany  Brethren  Hospital 
Milwaukee  Nursing  Home 
-0  JT : 

Shawnee  Ind.  Devel. 
Mesagi  Jobs. 

VI 

Accurate  Scraping  Metal 

Mack's  Enterprises 

Casados  Farms 

Johnny's  Auto  Supply 

Cocina  De  Carlos 

Navajo  Furniture  Industry 

Pachero-Graham,  Inc. 

Tewa  Moulding  Corporation 

Wellborn  Paint  MFG  Company 

Yahtay  Industries,  Inc. 

Rubel  Sena 

Jicarita  Cabinet  and  Door 

Foster  Hotel  and  Cafe 

Floyd's  Gulf  Serv.  and  Radiator 

Bob's  Pool  Service  and  Supply 

Allstate  Carpet 

Walt's  Top  Shop  and  Seat  Covers 

Anaya's  Service  Center 

Grown  Cleaners 

Mountain  Enterprises 

Tewa  Moulding  Corporation 

Main  Tire  Center 

Yahtay  Industries 

Burnett-Delkids  MFG  Company 

Leefac,  Inc. 

Trees  of  Houston 

Christian  Eescue  Mission 

Graham  Barber  College 

Houston  Training  Service  Association 

Graham  Barber  College 

Washington  TV  Sales  and  Service 

Porter  Poultry  and  Egg  Company 

E&S  Sales  Company,  Inc. 
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(34 
(35 
(36 
(37 
(38 
(39 
(40 
(41 
(42 
(43 
(44 
(45 
(46 
(47 
(48 
(49 
(50 
(51 
(52 
(53 
(54 
(55 
(56 
MDTA- 


Ideal  Cabinet  Shop 
Division  Laundry  and  Cleaners 
Riudosa  Market,  Inc. 
Vega  Commercial  and  Houshold 
Washco  Plastics  Corporation 
Upper  Valley  Consortium 
Adams  Taylor  Shop 
Texas  International  Imports 
Felix  Auto  Supply,  Inc. 
Do-Well  Machine  Shop 
M.  F.  Canto 
Shopper's  World 
Sadi  Portrait 
S-N-S  Ice  House 
J.  B.  Sanchez  and  Association 
U.  C.  Franchise  Corporation 
Imperial  Electric  Motor 
Valley  Auto  Parts 
A&A  Auto  Service 
Astrp  Motors 
Los  4  Reyes 

Walt  Gorges  Meats,  Inc. 
Ben's  Food  Store 
Institutional:  (1)  Jobs  for  Progress  (SER)  [2] 


Region  VII 

JOBS: 

(1)  Guard  Service  Co. 

(2)  Pitts  Commercial  Janitorial  Service,  Inc. 

(3)  Jack  Witherspoon  Tire  Co. 

(4)  Leon  United  Supermarket 

(5)  Dr.  Joseph  Herman 

(6)  Graphic  Incentive 

(7)  Burns  Body  Shop 

(8)  Hill  Enterprises 

(9)  E-Tex  Body  Shop 

(10)  Godov  Body  Shop 

(11)  WardRolee 

Region  VIII 

JOBS:   (1)  Mt.  View  Heating 

(2)  Oscars  Bar  B-Q 

(3)  Copeland  Animal  Hosp. 

(4)  Robert  W.  Anderson 

(5)  Mastercraft  Inc. 

(6)  Colo.  Economic  Dev.  Ass'n. 

(7)  Charles  S.  Vigel 

(8)  Jesse  C.  Manzanais 

(9)  Los  Panchos  of  Penrel 

(10)  Ute  Indian  Tribe 

(11)  Fort  Pock  Tribal  Industries 

(12)  Xorth  Dakota 
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(13 


(14 
MDTA 

(2 
(3 
(4 
(5 
(6 
(? 
(8 
(9 
(10 

(11 


Region 
JOBS: 

(2 
(3 
(^ 
(5 
(6 
(? 
(8 
(9 
(10 

(11 

(12 

(13 
(14 
(15 

(16 
(17 
(18 
(19 

(20 
(21 
'22 
'23 
(24 
(25 
(26 
(27 
(28 
(29 
(30 
(31 
(32 
(33 
(34 
(35 
(36 
(37 
(38 


IX 


Pine  Ridge  Products 
Rosebud  Electronics 
:(1)   SER 
CMC 
SO.  UTE 

ALL  RESERVATIONS 
CROW 
FORT  PECK 
FLATHEAD 
FORT  BERTHOLD 
SIOUX  SISSCION 
ROSEBUD 
NAVAJO 


(1)   Greater  Watts  Development  Corp. 
'  Watts  Mfg.  Corp. 

Los  Angeles  Chinatown  Chamber  of  Commerce  Consortium 

Disco  Beauty  Salon 

Lee  Publishing  Co.  (2  contracts) 

Econo  Auto  Repair 

D  &  L  Garage 

Renewal  Body  Works 

Edict  Corp. 

Mt.  Vernon  Electric 

Tillie's  Memorial  Chapel 

Stewart's  Photo  Studio 

Casa  De  Nina 

Flynn  Mont.  Corp. 

Crescent  Engineering 

East  Los  Angeles  Community  Union 

Bowers  Cleaners 

Hill  crest  Manufacturing 

Sir  Speedy 

Temp-seal  Southwest 

Alameda  Animal  Hosp. 

Upper  One-Half  K-9  Corp. 

Avi  Mfg.  (2  contracts) 

Montez  Enco  Service 

Food  King  Market 

Hong  Kon<r  Lo  Restaurant 

Argas  Mexican  Restaurant 

Meca  Co. 

Fairmont  Furniture 

Dr.  Theo.  Evans 

Emmett  Brown 

Southern  California  Mfg.  Corp. 

Total  Care  Maintenance 

Sleeping  Beauty  Pre  School 

Richmond  Security  Patrol 

Golden  Gate  Kev 

Ocean  View  Medical  Lab 

Air  Cargo  Expediters 


1  Full  name  of  contractor  not  available  at  this  time 
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(39)  Art  Associates  West 

(40)  Welbert  Carney  Floor  Coverings 

(41)  King  Cab  Co.  * 

(42)  United  Phillipino  Assoc. 

(43)  Sherwood  Garden  Shoe  &  Repair 

(44)  Youth  Patrol  Service 

(45)  Valdez  Transfer 

(46)  Pace  Consultants 

(47)  Garcia  Bail  Bonds 

The  following  JOBS  consortium  contracts  contain  a  large  number 
of  minority-operated  participants : 

(1)  Compton  Chamber  of  Commerce 

(2)  Inland  Empire  New  Car  Dealers  Consortium 

(3)  Sav-On  Dry  Cleaners 

(4)  San  Bernadino  Chamber  of  Commerce 

(5)  Palm  Springs  Chamber  of  Commerce 
MDTA-OJT:  (1)  Navajo  Tribe  Utlil  Authority,  Ariz. 
MDTA-OJT  National  Contracts :  (1)  Mex.  Amer.  Opp.  Fo. 
MDTA-Institutional : 

( 1 )  operation  SER,  Jobs  for  Progress 

(2)  Chinese  Community  Center 

(3)  Operation  SER,  California  [5] 

Region  X 

JOBS:  (1)   Personal  Maid  Service 

District  of  Columbia 

JOBS : 

(1)  "Winston  A.  Burnett 

(2)  Aiken  Transport,  Inc. 

(3)  Fairmicco,  Inc. 

(4)  Greenwood  Transfer  &  Storage  Co. 

(5)  Standard  Electric 

(6)  Urbanetics 

MINORITY  FIRMS   WHICH   HAVE  BEEN  DENIED   CONTRACTS 

Region  I :  None. 

Region  II :  None. 

Region  III :  Information  not  available. 

Region  IV :  Hinds  Junior  College,  Jackson,  Mississippi. 

Region  V :  United  Brothers  Consortium,  Michigan. 

Region  VI :  None. 

Region  VII :  Midwest  Barber  College,  Kansas. 

Region  VIII : 

Fort  Peck  Tribal  Industries 

Mountain  UTES,  South  Colorado  Indian  Reservation 

Pueblo,  Colorado  SER 

Opportunities  Industrialization  Center,  Denver,  Colorado 

Antiones  Apartment  and  Building  Maintenance  Company,  Den- 
ver, Colorado 

Freedom  House  Job  Placement  Center,  Denver,  Colorado 

United  Scholarship  Services,  Denver,  Colorado 
Region  IX :  None. 
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Region  X : 

Albina  Corporation,  Oregon 

Coast  Janitorial,  Oregon 

Personal  Maid  Service,  Washington 

Spokane  United  Development  Company,  Washington 
DCMA :  Information  not  available. 

Question  10. (d):  Submit  all  guidelines,  models,  regulations,  etc. 
pertaining  to  the  JOBS  program  and  the  NAB's  network.  Indicate  the 
relevance,  if  any,  of  that  program  to  OFF.  {Note:  JOBS  is  the  fastest 
growing  manpower  program  and  the  one  over  which  the  DOL  and  the 
Congress  have  exercised  the  least  oversight.  The  GAO  in  " Evaluation 
of  Results  and  ths  Administration  of  the  Job  Opportunities  in  the 
Business  Sector  Program  in  Five  cities,''''  March  £4->  1971  documented 
the  failing  of  the  program.') 

Response : 

The  following  printed  materials  were  submitted  for  the  Committee 
files: 

(1)  Current  documents  (FY  71)  pertaining  to  the  JOBS  program 
conducted  with  the  National  Alliance  of  Businessmen,  descriptions 
of  the  NAB  network  and  organization  and  its  relationship  to  the  De- 
partment of  Labor,  and  the  National  Alliance  of  Businessmen's  First 
and  Second  Annual  Reports. 

(2)  A  copy  of  the  Department  of  Labor's  response  (11-25-70)  to 
the  GAO  report,  "Evaluation  of  Results  and  the  Administration  of 
the  Job  Opportunities  in  the  Business  Sector  Program  in  Five  Cities," 
published  March  24, 1971. 

Also  included  is  the  Employer's  Proposal  Package  of  the  JOBS 
Optional  Program  administered  by  State  On-the-Job  Training  Agen- 
cies (usually  the  Employment  Service.) 

The  formal  relationship  between  OFP  and  JOBS  is  not  yet  defi- 
nite, but  some  recipients  of  OFP  would  take  part  in  the  JOBS  pro- 
gram with  the  same  priority  as  other  disadvantaged  unemployed  per- 
sons, not  unlike  the  special  preference  that  currently  exists  for  WIN 
and  CEP  enrollees. 

Question  11 :  Supportive  Service  H.R.  1  authorized  you  to  spend 
$100  million  annually  in  supportive  services  for  OFF  participants. 
What  services  loill  you  provide?  Through  what  mechanism? 

Response : 

As  called  for  in  H.R.  1,  the  supportive  services  authority  available 
to  the  Department  of  Labor  will  be  used  to  furnish  and  arrange  health, 
vocational  rehabilitation,  counseling,  social  and  other  supportive  serv- 
ices (including  physical  examinations  and  minor  medical  services)  as 
well  as  family  planning  services.  Child  care,  transportation  (par- 
ticularly in  rural  areas),  and  medical  services  will  be  priority  services 
provided  to  enable  registrants  to  become  permanently  selfsupporting. 
The  focus  of  our  concern  will  be  on  those  services  which  OFP  indi- 
viduals selected  for  manpower  training  and  jobs  need  to  obtain,  or  re- 
tain, such  positions.  This  is  clearly  a  highly  individualized  situation. 

The  legislation  speaks  to  an  employability  plan  being  developed  for 
OFP  registrants.  We  see  a  concommitant  supportive  service  plan  essen- 
tial as  well.  We  are  planning  that  certain  of  these  services  be  coordi- 
nated, at  the  local  level,  through  the  mechanism  of  newly  designed 
Employability  Development  Teams  which  will  be  field  tested  in  several 
locations  during  the  next  several  months.  DOL  has  benefited  from  in- 
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creasing  experience  in  such  activities.  Since  the  early  sixties,  man- 
power programs  have  utilized  counselors  and/or  coaches  to  provide 
support  to  disadvantaged  work-seekers. 

Since  OFF  registrants  and  their  families  will  need  these  services  in 
varying  degrees  of  intensity  our  current  thinking  is  to  refer  those  peo- 
ple needing  more  intensive  services  to  existing  D/HEW/SRS  services 
in  the  community,  or  if  none  are  available,  to  private  agencies  pro- 
viding such  care.  We  are  exploring  the  use  of  voucher  payment  sys- 
tems for  the  provision  of  these  services  as  well  as  the  more  familiar 
contracting  procedures. 

The  Department,  regardless  of  priorities,  does  not  anticipate  being 
able  to  provide  anywhere  near  the  full  range  of  needed  supportive 
services  within  the  available  $100  million,  but  expects  that  through  ar- 
rangements with  HEW  a  substantial  portion  of  the  $800  million  au- 
thorized to  HEW  for  services  to  the  poor  will  also  be  made  available 
to  OFF  families.  Funds  available  to  other  public  agencies  (e.g.  Re- 
habilitation Services  Administration,  State  Welfare  Offices)  and 
private  groups  (Health  and  Welfare  Councils)  will  also  remain  avail- 
able for  these  people. 

Question  12(a) :  H.R.  1  provides  for  interstate  transfers  of  work- 
ers. Hoio  would  this  toork?  Provide  data  showing  how  interstate  sys- 
tem has  worked  to  date  for  non-agricultural  jobs. 

Response : 

H.R.  1  authorizes  relocation  assistance  for  OFF  families.  The  De- 
partment of  Labor  has  experience  in  this  type  of  activity,  through 
operating  demonstration  projects  which  relocated  over  14,000  workers 
to  non-agricultural  jobs  during  a  five-year  period  (1965-1970).  About 
35  percent  of  these  relocations  were  interstate.  Since  workers  were 
moved  only  to  confirmed  job  offers,  the  placement  rate  was  100  per- 
cent. About  three-quarters  of  all  relocated  workers  had  remained  in 
the  area  to  which  they  moved  in  the  follow-up  period  (3  months  after 
the  move).  Project  expenses  averaged  $867  per  relocated  family,  of 
which  $294  was  given  to  the  family  to  cover  living  expenses  and  $573 
covered  all  project  services  and  the  family's  moving  expenses  (in- 
cluding transportation). 

The  projects  reached  out  to  unemployed  and  underemployed  work- 
ers in  weak  labor  markets,  offered  them  help  in  locating  jobs,  in  some 
cases  provided  interview  trips  to  visit  potential  employers,  counseled 
and  followed  up  the  family  as  it  adjusted  to  the  new  community. 

Under  H.R.  1,  the  Department  of  Labor  will  offer  voluntary  re- 
location assistance  to  a  labor  shortage  area,  so  that  relocated  workers 
will  have  employment  security  in  their  new  community. 

Question  12(b)  :  H.R.  1  provides  for  a  new  AssH.  Secretary  for  the 
OFF  program.  Hoio  will  his  responsibilities  relate  to  those  of  the 
present  Assistant  Secretary  for  Manpoiver? 

Response : 

The  exact  duties  of  an  OFF  Assistant  Secretary,  as  contained  in 
H.R.  1,  are  now  under  review  in  the  Department  of  Labor.  The  ob- 
jective of  the  Department  is  to  achieve  maximum  accountability  for 
administration  on  the  one  hand,  and  a  minimum  of  duplication  of 
delivery  systems  on  the  other.  There  are  several  responsibilities  and 
functions  under  OFF  which  should  be  given  special  focus  and  direc- 
tion, and  if  an  Assistant  Secretary  is  created  by  legislation,  assignment 
of  responsibility  would  be  worked  out  to  maximize  the  effectiveness  of 
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the  new  program  and  at  the  same  time  tie  it  closely  to  the  ongoing 
manpower  program  effort. 

Question  12(c):  What  criteria  or  benchmarks  should  the  Con- 
gress apply  in  its  oversight  activities  to  determine  if  this  program  is  a 
success? 

Response: 

The  most  vital  criteria  used  to  measure  the  results  of  the  Oppor- 
tunities for  Families  Program  stem  from  the  goals  and  objectives 
which  are  established  for  the  program.  Thus,  the  following  kinds  of 
questions  might  be  appropriate.  Of  the  recipients  referred  to  man- 
power training,  how  many  were  placed  in  employment?  Of  the  re- 
cipients placed  in  employment,  how  many  have  become  self-support- 
ing, and  how  many  family  members  have  been  effected  thereby  ? — For 
those  who  were  placed  in  employment  and  are  not  yet  self-supporting, 
how  much  more  money  is  available  to  their  families  than  if  they  were 
receiving  only  benefits? — How  much  money  in  benefits  has  the  Gov- 
ernment saved  for  those  who  have  been  placed  in  employment? — What 
have  been  the  effects  of  the  program  on  family  stability  among  the 
poor  ? 

Question  12(d) :  We  have  received  data  indicating  that  your 
manpower  training  programs  are  under-subscribed  this  year.  To  what 
do  you  attribute  that? 

Response : 

It's  true  that  some  of  the  training  programs  have  been  undersub- 
scribed  in  fiscal  1971,  principally,  in  private  sector-on-the-job  train- 
ing. In  large  measure  this  has  reflected  the  current  economic  situation. 
However,  we  believe  that  modifications  in  program  administration  and 
design  will  help  to  alleviate  enrollment  problems. 

Specifically,  the  Job  Opportunities  in  the  Business  Sector  (JOBS) 
program  has  been  the  most  vulnerable  but  we  are  presently  redrafting- 
program  design.  In  the  meantime,  several  intermediate  actions  have 
been  undertaken  to  speed  up  enrollee  phase-in,  reduce  funds  in  con- 
tracts and  to  stress  quality  in  the  selection  of  occupations  in  which 
training  is  contracted. 

Regular  on-the-job  training  programs  have  recently  been  trans- 
ferred to  State  administration  and  are  being  well  received.  In  a  little 
under  five  months,  almost  5,000  contracts  were  executed.  Both  State 
personnel  and  employers  have  been  responding  very  favorably  toward 
the  program.  Employers  are  especially  attracted  by  the  simplicity 
of  the  proposal  and  contracting  process. 

We  expect  that  some  of  our  other  training  programs  such  as  Insti- 
tutional Training  under  the  MDTA,  will  have  met  or  exceeded  fiscal 
1971  program  goals  when  final  June  data  are  available. 

Question  12(e)  :  Hoio  do  you  plan  to  involve  the  beneficiaries  of 
H.R.  1  in  program  design,  evaluation,  etc.?  (other  than  through  pos- 
sible  contracts  with  CAA's) 

Response : 

There  are  two  primary  means  planned  to  involve  beneficiaries.  The 
first  is  through  beneficiary  representation  on  the  local  advisory  com- 
mittees established  under  H.R.  1.  The  second  principal  means  will  be 
through  hiring  beneficiaries  as  part  of  the  staff  administering  H.R.  1. 
We  expect  to  establish  firm  goals  to  insure  participation  of  benefici- 
aries at  various  levels  through  both  of  these  means. 
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